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THESE ARE certainly times when in- 
vestors don’t have to look hard to 
find plenty of things to worry about. 

Prominent among the current wor- 
ries is the ultimate implication of 
the great expansion of industrial 
facilities now going on. We are going 
to come out of this war—presum- 
ably on the winning end, as usual— 
with far more production capacity 
than ever before. 

People are asking, “How in the 
world can we ever use it for peace- 
time production?” 

There fs no statistical answer to 
this question. But we might bear in 
mind that it is not new. Every 
American boom—or rather the sub- 
sequent depression—found us with 
a temporary excess of production 
feeilities. But the real problem was 
not so much capacity as deficient 
consumption. Always, within a rel- 
atively short time, we not only util- 
wed the capacity but had to build 
more, 


In 1932 our steel production was 
but a small fraction of that of 1929 
and many considered the industry 
to be “over-built” for years to come. 
Yet the New Deal recovery was 
scarcely more than well started be- 
fore the steel companies were launch- 
ing new building programs—not so 
much to increase total capacity as to 
get more efficient production of the 
types of steels subject to expanding 
markets. 

The real answer to the “over- 
capacity” problem is to be found in 
the creative urge of the American 
people, their seldom satisfied desires, 
their unending search for the cheap 
and abundant goods which provide 
a high and rising standard of living. 
Unless we assume these character- 
istics are headed for extinction, we 
can assume that our increased pro- 
duction potential in the future will 
be utilized to the national good in 
one way or another. 

Moreover, a large proportion of 





the new facilities are applicable only 
to arms production and hence have 
no competitive post-war implica- 
tions so far as peacetime production 
is concerned. Indeed, if the war 
lasts several years more, mainte- 
nance and normal expansion of facil- 
ities for making consumer goods 
will be skimped to such an extent 
that this whole sector of industry 
will need modernization. 

After the war there is scant like- 
lihood that we will disarm or dis- 
mantle our newly built arms indus- 
tries. If the New Deal foreign pol- 
icy is carried out, it will have to be 
backed permanently by the avail- 
ability of great force. Even if we 
withdraw to hemisphere defense in 
the narrow sense, we will have had 
such a scare that we will not soon 
disarm. Finally, when peace comes, 
relatively little of the plant expan- 
sion will be found showing up on 
corporate books as either debt or 
equity capitalization. 
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Movietone News Photo : 
American supplies unloading for Russia at Bandar Shapur on the Persian Gulf. she i 


As we go to press, Americans overnight realize at last that it is not "the the 1 
European war" but the world war. That we will see it through is certain. wie 
Russia's vital role in the Far East is not clarified at this writing—and upon it 
importantly depends the speed with which Japan will be beaten, the con- 
tinuing flow of lend-lease aid to opponents of Hitler and the course of the to be 


Nazi war itself. agail 
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The Trend of Events 


UNITED AMERICA ... In one blinding flash, all linger- 
ing American illusions as to the real significance of this 
war have vanished. From the start, the Nazi objective 
was to dominate the world—aided by such jackal allies 
as could be induced or coerced into cooperation. From 
the start the security of the United States was threat- 
ened and our way of life was challenged. 

It matters not whether Japan struck us in desperation 
or whether the unspeakably cunning and treacherous 
blow was connived with Germany. The basic fact is that 
she is on Germany’s side and it is all one war. So be it. 
We did not provoke this war. We did not want it. 
But we shall finish it. 

This is no time for recrimination. Our isolationists 
have been tragically wrong in their whole concept of 
the war and its relation to us—and their mistake has 
been costly to the nation in terms of disunity and de- 
layed action. But this debate is now over. There will 
be no more questions, excepting as to the effectiveness 
of our war effort. 

For the time being our struggle with Japan will give 
comfort to Hitler, for we can not bring our full weight 
to bear against Germany until our enemy in the Pacific 
is disposed of. But, in our opinion, Hitler and Japan 
again have miscalculated. They have now presented us 


with the one all-important weapon which we lacked 
hitherto—national unity. For us, this is a priceless 
gain far outweighing our initial losses. 

Gone overnight are paralyzing indecision, indirection, 
halfway measures. This of itself greatly increases our 
effective strength. At last we shall really go all out. 
First things are put first. There is just one job to be 
done. Nobody will shirk it. Within a relatively short 
time, the expansion of genuinely all out war production 
will more than offset diversion of supplies from our Allies 
to our own Pacific needs. The doom of Japan is now 
sealed—and Hitler’s turn will come. This most power- 
ful of all nations will not be stopped. 


IN ONE BOAT... Just a few days ago we were living 
in a different world—a world of unreality. At Washing- 
ton, despite the emergency atmosphere, there had been 
no actual moratorium on politics as usual. Congress was 
bickering over labor legislation. Strikes were in prog- 
ress and others were coming up. In New York, business 
men at the meetings of the Congress of American In- 
dustry were expressing sincere misgivings regarding some 
of the objectives of the Government and the longer 
future of our private enterprise system. 

Today we are all in the same boat—politicians, labor, 
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industrialists, investors. We have really been in the 
same boat for some time, only many of us did not real- 
ize it. Each will have to pull his oar. Squabbling over 
wages or profits has lost all sense. We float or sink 
together. From here on it should not be possible for 
any group to gain special advantage out of the war ef- 
fort or to win special exemption from its inevitable costs 
and hardships. We shall have to take our chances on 
the longer future of our capitalist system and waste no 
energy in futile worries. When we win this war, we 
shall at least have a free, democratic choice as to our 
economic system and our way of life. We have scant 
choice while we are fighting it—and should we lose it, 
we would have no choice. 

To the undying credit of industry, as the majority of 
Americans know, it has stinted nothing in its defense 
effort. “Just tell us what you want,” it has told the 
Government, “and we will do our utmost to produce 
it in the fastest possible time.” No amount of bureau- 
cratic planning at Washington could have got the flood 
of weapons now swelling out from our factories. In- 
deed, the defense job now being done by private enter- 
prise is renewed proof of the remarkable vitality and 
creative genius of the capitalist system. And to get on 
with this job in ever-increasing efficiency will constitute 
the most practical and convincing defense of this system 
that industry could offer. 





LABOR'S ROLE ... From the start of the defense pro- 
gram up to the Japanese attack on this nation, the con- 
duct of profiteering labor unions was deplorably short- 
sighted, selfish and the sourest note in the whole Amer- 
ican scene. Of course, all of that must and will be 
changed now. The present moral climate and the tem- 
per of the public are wholly different. As a straw in 
the wind, an AFL welders’ strike—called for Tuesday, 
Dec. 9—was instantly cancelled. 

So far as uninterrupted war production is concerned, 
probably more could be gained from voluntary agrec- 
ment between labor and industry than from legislation. 
As in England, there is no legalistic substitute for the 
whole-hearted effort that will be made by workers who 
fully realize the survival of their country is at stake. 
But the contribution of our labor leaders to the war 
against Fascist aggressors has thus far been negative. 
It remains to be seen whether they have it in them now 
to play a positive and constructive role. 

If not, certainly stiff legislation must be adopted 
quickly. The Smith bill, passed by the House by a ma- 
jority of nearly 2 to 1, is not perfect but its objectives 
are in the national interest and are neither unjust nor 
unduly oppressive. It is to be hoped that the Senate will 
come to grips with this issue in due time. 

Moreover, quite aside from defense production and 
without any interference with it, this is as good a time 
as any to force an internal clean-up in union adminis- 
tration and procedures. In certain unions the racket- 
eers are still flourishing. In these and many others the 
set-up is a private totalitarianism in which elections are 
manipulated, the handling of huge sums of revenue is 








wholly at the discretion of self-perpetuating bosses, © 
strong-arm squads are brought to play against members ~ 
as well as rival unions or employees, and millions of ~ 
rank-and-file members are both powerless and voiceless, ~ 

This sort of thing is not compatible with the conduct 7 
of the war for freedom upon which we are embarked— 7 
for the basic issue in that war is a moral one: the issue © 
of right versus wrong, liberty versus slavery. We must 
have done with union dictators at home, as well as with — 
despots abroad. 











WAKE UP, STOCKHOLDERS! . . . Psychologically, a — 
regrettably large percentage of stockholders are typical ” 
“absentee owners.” They know their company has a 
management, just as they know it makes certain prod- 
ucts and has various plants located some place or other, 
They may know the president’s name. But their relation- 
ship to management is remote and casual. Few will take 
the trouble to attend stockholders’ meetings. A proxy 
comes in the mails. The stockholder glances at it and 
signs—or drops it in the wastebasket. 

Too many managements are content to let it go at 
that. In some cases the “hired men” of all the stock- 
holders dominate company policy completely—usually 
with the “inside” aid of a small minority of large stock- 
holding interests. 

A notable exception and an object lesson both to man- 
agements and apathetic shareholders is the policy fol- 
lowed so successfully by General Mills, Inc., under the 
active leadership of James F. Bell, chairman of the board 
of directors. Mr. Bell regards himself as being actually 
the representative of the many hundreds of scattered 
stockholders, rather than as merely the “top man” of the 
management. 

Because this management desires a close community 
of interests with stockholders and because it knows many 
cannot travel long distances to attend annual meetings, 
it has developed a unique procedure over the past three 
years. Regional stockholders’ meetings are held in seven 
large cities throughout the country at different times, 
with Mr. Bell and other officers present. The progress 
and problems of the company are set forth in simple, 
graphic and complete detail. Questions are genuinely 
welcome. Last year these meetings were attended by 
27 per cent of the shareholders in number and by a still 
larger proportion by holdings. The percentage probably 
will be larger this year. 
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Managements which really want the good will of war 
shareholders, and which have nothing to hide from them, or 0 
should adopt this method of contact. The only way and 
“absentee owners” can deal with the opposite type of by 
management is to unite nationally for organized self- host 
protection. Ji 

last 
THE MARKET PROSPECT .. . Our most recent in- whic 
vestment advice will be found in the discussion of the ofa 
prospective trend of the market on page 235. The coun- an i 
sel embodied in the feature should be considered in teriz 
connection with all investment suggestions, elsewhere in B 
this issue. Monday, Dec. 8, 1941. fF a n 
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Scacheri from Triangle 


With the United States at War 


We Now Know the Worst 


Initial Market Shock 


BY A. Tf. 


; the United States at last finds itself formally at 
war does not come as a complete surprise. For a year 
or more it has been the consensus of public opinion— 
and of investment opinion—that we were moving step 
by step toward inevitable ultimate involvement in 
hostilities. 

Just after the presidential election in November of 
last year, the market had a brief “inflationary” rally 
which carried the Dow-Jones industrial average to a high 
of a trifle over 138. Ever since then the pattern has been 
an irregular and usually very slow downtrend, charac- 
terized by a series of lower “tops and bottoms.” 

By the first of last May this average had declined by 
a net total of about 23 points. Following relatively 
modest summer recovery, the downtrend was resumed. 
But despite the heaviest tax selling ever known and 
despite increasing apprehension over the past fortnight 
regarding trouble with Japan, the retreat was both 
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Probably Short-lived 


MILLER 


orderly and stubbornly contested. Up to this writing 
the shock of the Japanese attack upon us—and of the 
prompt establishment of formal belligerency—has added 
only about 3 points to the net decline which already had 
been experienced by the industrial average last spring. 

As we see it, the market has spent a year in discount- 
ing the deflationary adjustments involved in the transi- 
tion to a full war economy and in discounting our fermal 
adoption of a belligerent status. 

We see no reason to imagine that this job of psycho- 
logical adjustment will now have to be started all over 
again. On the contrary, we think what has now hap- 
pened can be regarded as the psychological culmination 
of most of the fears and uncertainties which have so long 
inhibited investment and speculative initiative. 

We cannot say with any assurance whether the latest 
phase of market retreat will or will not end above the 
low made in the late spring of 1940, just after the collapse 
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of France, at 111.84, Dow-Jones industrials. The margin 
at this writing is merely fractional; and the breaking of a 
resistance level which had held for some seventeen 
months would automatically bring in additional fright- 
ened or precautionary selling. 

But in the kind of markets we have had in recent 
years, little mystical technical significance necessarily 
attaches to the penetration of resistance levels, whether 
up or down. For instance, the post-election advance of 
1940 was itself an upward penetration, by a decisive 
margin, of the 135 resistance level which had been 
watched by technically-minded market observers for 
many weeks. Some Dow Theory followers immediately 
took it as a bullish signal. Instead, it proved to be the 
last gasp of an intermediate recovery phase. 

Now even should the current reaction violate the 1940 
resistance low of 111.84 by a few points, our conviction is 
that it still probably would prove to have represented a 
culminating gasp of the sustained intermediate decline. 
This is no time for panic and for indiscriminate selling. 
On the contrary, we see it as merely having provided a 
somewhat more favorable opportunity for selective buy- 
ing than we had anticipated. 

The real surprise involved in the war with Japan is 
not that it came, but in the manner in which it came. 
No one on this side suspected that the Japanese were 
ready to precipitate war in the one way best calculated 
to unite this nation instantly and to steel it to any and 
all efforts. The fact that we were initially put on the 
defensive in a surprise and partially successful attack on 
our main naval base in Hawaii was psychologically un- 
nerving—as was also the absence for nearly 24 hours of 
complete and reliable news as to the extent of our losses 
and casualties. 

But we will not long remain on the defensive. It is 
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the consensus of naval and political opinion that the 
Japanese militarists—caught in an intolerable economic 
blockade and unable to lose face by retreat—launched 
the war in sheer desperation, ignoring the civil govern- 
ment. But desperate or not, they began it with a caleu- 
lated long-shot gamble. They might have had some 
chance of survival if they could destroy an important 
part of our Pacific fleet in the first surprise attack and 
render the Pearl Harbor base untenable for the rest of it. 
Although details of what happened at Hawaii are yet to 
be rounded out, the President’s summary indicates that 
the attack was a failure so far as its grand strategy was 
concerned. 

Our Pacific naval and air forces remain most formid- 
able and—with the benefit of many months of prepara- 
tion while Japan was hesitating—the British, Australian 
and Dutch East Indies forces can and will have much to 
say in these hostilities. Why did Japan hesitate for so 
long a time? She was waiting for decisive German vic- 
tories on the Russian war fronts. The fact that she 
launched this attack at a time when the Germans not 
only were not winning victories but had been put on the 
defensive for almost the entire length of the Russian 
front, as well as in Libya, suggests all the more that the 
Japanese acted in desperation. 

This war will not be easy for us or our Allies—but you 
can bet that within a relatively short time we shall begin 
to get more and more news of Japanese losses and 
frustrations. 

During the first 24 hours of these hostilities the big- 
gest mystery—and itself a source of some jitteryness— 
was the absence of any news concerning Russia’s atti- 
tude. Russia is fighting an enemy with whom Japan is 
formally allied, and deing so with the material and tech- 
nical aid of Great Britain and the United States. With 
the U.S. and Britain formally at war with Japan and the 
shooting fully under way, it is almost inconceivable to us 
that Russia could play dead. 

This question is vitally important. The full participa- 
tion against Japan of at least the Russian naval and air 
forces based in eastern Siberia would be of incalculable 
advantage to us and to Britain—making all the more 
certain the inevitable defeat of Japan and greatly short- 
ening the time required for the collective job. Next to 
direct Russian intervention, it is scarcely less important 
that we and the British get the right to base aircraft at 
or near Vladivostok, within relatively easy bombing 
range of Japan proper. Undoubtedly plans have been 
made looking to that need. 

It is more than likely that this contingency will be 
cleared up before this analysis reaches the reader. We 
emphasize it here because this is one potential source of 
very good news within the immediate future. The com- 
ing bombing of Japan proper, however it is effected, will 
tend to lift market spirits, just like the bombing of 
Hawaii lowered them. 

Of course, it is now only a question of time before we 
are also formally at war with the rest of the Axis. This 
is also part of what the market is currently discounting— 
and what it has been discounting for the past year. 

What does all of this mean to our economic system? 

It means merely a somewhat accelerated tempo to 
the war-time industrial revolution upon which, however, 
we are already very definitely embarked and from which 
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there would have been no turning back whether or not 
formal belligerency had come later rather than sooner. 

It was already inevitably destined to be a ruthless 
transition in which peacetime relations would increas- 
ingly be disrupted by the stern necessities of war. It will 
merely be more ruthless, more rapid. 

Initially, it will result in expanded war production 
only to the extent that new plants come into operation 
and to the extent that labor becomes more productive by 
working longer hours and foregoing all strikes. But our 
longer range armament plans will unquestionably be 
revised upward once more and preparation for this will 
quickly intensify shortages of civilian goods—for the 
priorities-allocation system will be tightened not only to 
facilitate current defense production but to accumulate 
stockpiles of key materials for the expanded production 
needs of the future. 

Thus, over the longer term, the clear implication is 
almost fantastic activity for the war industries, rigorous 
rationing of many others, complete stoppage for many of 
the manufacturing plants which cannot be brought into 
defense work but whose commodity-supply needs im- 
pinge upon defense. 

Who can doubt that, to take care of the unpredictable 
contingencies and dangers of the future, we will most 
surely begin a major expansion of our army? Very 
likely, some 5,000,000 men will be called into service 
ultimately and it might conceivably be even more. 

Such expansion will enormously increase the strain 
upon not only our outright war industries but upon many 
that we regard as civilian industries—for such an army 
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needs huge quantities of food, clothing, transportation 
and virtually all the other sustenance needs that are 
common in character—if not in precise specifications— 
to both civilian and military uses. 

There will be acute shortages of steel, steel alloy 
materials, magnesium, aluminum, lead, copper and zinc, 
and of some chemicals which hold a key place in normal 
civilian production. Even textiles and paper will become 
very considerably more scarce than at present. 

Because more and more men of fighting age will be 
shunted into the armed forces, while the demand for 
additional workers in the manufacturing industries will 
constantly increase, the labor shortage will become both 
chronic and acute—taking us in time very probably to 
Federal allocation of workers and, as in England, result- 
ing in the employment of millions of additional women 
in both factory work and in secondary or supplementary 
defense services. 

The eapital that can be put to work in new economic 
undertakings will, of course, be regimented along with 
all other important activities. 

The Government’s financial needs will be swelled even 
beyond the astronomical figures previously planned. The 
problem of what to do about the threat of serious price 
inflation will thus become quickly more insistent, and 
the chances of really effective governmental action are 
already much increased by the virtually overnight 
change in the political atmosphere. Hence the risk of 
drastic inflation—at least until the war is over—is actu- 
ally reduced rather than increased, as more fully analyzed 
in the special article beginning on page 239. 
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It goes without saying that the 1942 tax legislation 
will be stiffer, for both corporations and individuals, than 
it otherwise might have been. But the tax factor has 
been disturbing in considerable degree because of its 
perennial uncertainty. In this new atmosphere we can 
probably expect to approach maximum taxation for the 
duration relatively promptly — giving investors and 
traders a much more solid base for calculation. For at 
least the war industries, and even a few others, the 
tremendous future volume will in important extent offset 
higher Federal levies. 

Moreover, we think there is a good chance that this 
market on the average has over-discounted the tax 
threat—as it has, virtually, all other adverse contingen- 
cies that we can think of. Britain’s corporate and per- 
sonal income taxes are considerably more onerous than 
we now have here, but are a known quantity and we have 
seen the London market advancing for months. 


Although the market made a low in the spring of 1938 
which we have not yet come near to—at least in terms 
of the Dow-Jones industrial average—this long range 
technical pattern since the spring of 1937 does not give 
the rea] picture. The more pertinent fact is that the 
confidence and initiative of investors and speculators has 
been in an irregular, but general, downward trend for 
four and one-half years. Such psychological cycles, 
whether on the pessimistic side or otherwise, cannot 
last forever, even under war conditions, and we have an 
idea this one is now living on borrowed time. 

Depending importantly on the nearby news, we would 
not be unduly dismayed if this market had a few more 
jittery sessions. We would not be unduly disappointed 
if the next period of short range improvement proved 
to be merely a rally. But we remain convinced that the 
potentiality of ultimate sustained movement in the 
averages is very considerably greater on the side of ad- 
vance than on the side of decline—and we are inclined 
to doubt that we shall have to wait very far into 1942 
before this potentiality begins to be translated into 
actuality. 

Among the stocks which impress us favorably by their 
recent action and by their potentiality are Anaconda, 
Atlantic Coast Line, Bendix Aviation, Boeing, Borg- 
Warner, Case, Chicago Pneumatic Tool, Climax Molyb- 
denum, Cluett Peabody, Goodrich, International Paper. 
Kress, Kroger Grocery, Liquid Carbonic, Lockheed, 
Loew’s, Lone Star Cement, Mack Truck, Masonite, 
McCrory Stores, Melville Shoe, Monsanto Chemical, 
American Car & Foundry, National Distillers, National 
Oil Products, New York Shipbuilding, Owens-Illinois 
Glass, Paramount, Phillips Petroleum, Remington Rand, 
South Porto Rica Sugar, Southern Pacific, Spicer Manu- 
facturing, Square D, Timken Detroit Axle, Union Car- 
bide, United Fruit, U. S. Industrial Alcohol and U. S. 
Steel. 

Preferred stocks which we currently like include Amer- 
ican Car & Foundry and American Locomotive, American 
Woolen, Southern Railway, General Steel Castings, the 
American & Foreign Power issues, Nickel Plate, the 
Pere Marquette issues, Minneapolis Moline and _ the 
National Supply issues. Five especially recommended 
preferreds are analyzed in the article beginning on 
page 256. 

—Monday, December 8. 
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YOUR DOLLARS - - = 


GOOD OR BAD? 


Tomorrow's Bill 


for Today’s War 
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BY LAURENCE STERN 


100 


= that we are confronted with the 
threat of inflation have been shouted from the 75 
housetops by various public officials whose words 
get widespread publicity, including the President 
and the Secretary of the Treasury. 50 

A supposedly responsible newspaper columnist 
of national prominence has pointed with deep 
alarm at the certainty of a terrific rise in the 25 
Government debt and hinted that it must ulti- 
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It is no wonder that thoughtful people—who 









securities or life insurance or both—are deeply 
disturbed and confused. Many are unable to 
distinguish between the type of inflation threat cited by 
the President in urging price control legislation and the 
extreme type of runaway monetary inflation which is 
directly associated with the question of public debt and 
the Government credit. 

This is the kind of near-term inflation that the Admin- 
istration is concerned about and seeks to control: 

Business and industry are extremely active. Employ- 
ment and payrolls are rising. People have more money 
to spend. The increase in consumer demand is not 
matched by adequate increase in the supply of available 
goods. Prices rise. But the motive of buyers is the nor- 
mal one—the obtaining of needed or desired goods. This 
type of inflation relates primarily to commodity supply- 
demand factors and consumer purchasing power—not to 
Government debt and confidence or lack of confidence 
in the monetary system itself. 

“Run-away” monetary inflation is like this, as experi- 
enced in Germany after the first World War: 

In 1914, 4°/; German marks had the value of one 
American dollar. In the autumn of 1923 it required 
4,200,000,000,000 marks to equal the value of one dollar. 
In the spring of 1923, when inflation had reached the 
galloping stage, 25,000 marks, with a pre-war value of 
about $6,000, would buy one postage stamp—and it was 
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a good buy. Eight months later the same stamp cost 
4,000 times as much or 100,000,000 marks. That infla- 
tion related not primarily to commodity supply-demand 
but to the breakdown of the monetary system. The 
German Government was hell-bent for debt repudiation 
via the printing presses. The people had compelling 
reason to spend money literally as fast as they got it— 
spend it for anything that could be had. 

Now what is the situation in the United States 
today? 

We are in a relatively modest stage of a commodity- 
living-cost inflation, the same kind of inflation we ex- 
perienced in the war and post-war years of 1914-1920. 
The broad wholesale price index has risen by 22.5 per 
cent since August, 1939, last pre-war month. The rise 
to date is less than one-fifth of the total rise of 1914-1920. 
The Conference Board index of living costs of wage 
workers has risen by 9.5 per cent over the same period, 
or about one-tenth of the total rise of 1914-1920. Despite 
the fanfare at Washington, there is scant evidence to 
suggest that the pace of price inflation of recent months 
will be dynamically accelerated any time soon. Even if 
the Government lets additional months go by before it 
gets around to realistic controls, the chances are that at 
worst we shall not’ experience in this war an inflation of 
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prices and living costs as extensive as that of 1914-1920. 
If I had to make a guess, I would say probably not more 
than half as much at the outside. 

And what about the long-term threat of unbearable 
public debt, currency tinkering, breakdown of the Fed- 
eral credit? 

The first thing to realize about this threat—if it actu- 
ally exists—is that it 7s a long-term matter. Even the 
classic German inflation—which the government was 
none too desirous of avoiding or checking—took a period 
of years to run its course. And to think of our long- 
range prospect in the light of that example would be 
ridiculous. There simply is not any comparison. 
Whether you look at monetary gold supply, economic 
strength and balance, potential tax revenues, liquid 
capital that can be drawn into Government loans, polit- 
ical stability or all these—our position for an indefinite 
time to come will remain almost infinitely stronger than 
was that of the Germany of 1918-1923. 

If you want a valid basis for worry over the longer 
future of our monetary system, the place to look is not 
Washington but Berlin. If you can imagine that the 
United States will not only go “all out” into this war 
but also will lose the war—then, of course, all bets are off. 
I am not ready to imagine that. 

How much is the Federal debt likely to rise? How 
much debt is “supportable”? 
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Nobody can hope to supply even approximate answers 
to these questions. The budget picture is constantly 
changing. Upward revisions of the arms program are 
continuing to outrun upward revisions in taxes. We 
cannot know how long the war will last, nor what its 
total cost to us will be nor what demands will be made 
on the Federal credit in the post-war adjustment era, 

In the current fiscal year to date the gross Federal 
debt has increased at a rate of more than $14,000,000,000 
a year—but not until next March 15 and thereafter will 
the Treasury get the benefit of the much higher taxes 
legislated some time ago. If these taxes were applicable 
to the projected outgo of the present fiscal year, the 
annual rate of gross debt increase would now probably 
be less than $9,000,000,000 a year—possibly $10,000,- 
000,000 if we allow for further rise in arms outgo between 
now and the end of the fiscal period next June 30. 

At such a rate we would pass the $100,000,000,000 
level of Federal debt within five years. Present Federal 
taxes should raise about $13,500,000,000 for the current 
fiscal year and will approximate 14 per cent of estimated 
national income of some $97,000,000,000 for the 19- 


TOTAL LONG TERM DEBT PER CAPITA 
#4,128 
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month period. Allowing for further price rise, it is not 
inconceivable that dollar national income over the next 
three calendar years could rise to as much as $120,000,- 
000,000, increasing the yield of present Federal taxes to 
at least $17,000,000,000 a year. 

Even so, very heavy borrowing is indicated. Defense 
expenditures are currently setting a rate of about $18,- 
000,000,000 a year, and total expenditures a rate of about 
$25,000,000,000 a year. But by next summer it is ex- 
pected that defense outgo will be at the rate of $24,000,- 
000,000 a year; and Washington officials are thinking in 
terms of perhaps as much as $40,000,000,000 a year by 
1944. Suppose that by that time present taxes are 
yielding $17,000,000,000 a year and that another $8,000,- 
000,000 a year—more than double the increases adopted 
in the second 1940 revenue law—is being raised from new 
taxes. Even so, the deficit would be close to $20,000,- 
000,000 a year. 

Assuming the war lasts two or three years longer, and 
allowing for an unpredictable volume of post-war pump- 
priming, it thus seems as sure as anything can be that 


the Federal debt within the foreseeable future will in- 
crease to at least $100,000,000,000. If someone arises to 
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say it might go to $150,000,000 within our time, I could 
not refute it. 

Let’s take these two hypothetical sums to figure on 
and try to imagine what it would mean. Would it 
necessarily mean repudiation and breakdown of con- 
fidence in our monetary system? I don’t think so. But 
the problem is more than one of tangibles. The in- 
tangible of confidence is definitely involved; and con- 
fidence in a government’s fiscal management depends 
more upon the general quality and attributes of that 
management than upon the specific amount of debt 
owed. It is a fact that among a good many millions of 
our people confidence in New Deal fiscal management 
is none too strong. We can only hope that, within the 
not too distant future, necessity will become the mother 
of more realism and fortitude in Federal tax and spend- 
ing policies. If not, we unquestionably are headed for 
trouble. 


Permanent Debt 


So far as public debt itself is concerned, the idea that 
it must some day be “paid off” is a rather strange illusion. 
It must be “honored”—that is, the interest must be paid 
and maturing bond issues must be refunded—but it does 
not have to be “paid off” any more than the bonded debt 
of the American Telephone system has to be retired. 
Public debt, like private debt, may be said to be part of 
the “capitalization” of a capitalist economy; and long 
term debt, both private and public, is a Siamese twin of 
investment. That is, a New York Central bond, a mort- 
gage on a home or a Government bond represent debt 
for the borrower but investment for the lender. 

The purpose of this article is to provide as accurate 
a perspective on the debt problem as possible, not to 
argue that rising public debt is a good thing of itself. 
Yet the apparent statistical relationship between rising 
debt—public or private—and the national income pro- 
vides food for thought and raises a 
question to be answered by con- 
servatives who have assumed— 
I among them—that expansion of 
public debt cannot be as econom- 
ically productive as expansion of 1913 fy 
private debt. & 

On the face of it, private debt 
expansion is economically  self- 
supporting in the aggregate. Pub- 
lic debt expansion is only indirectly 
self-supporting—to the extent that, 
through stimulus to economic ac- 
tivity resulting from public spend- 
ing, it increases the national in- 
come and the tax revenues actual 
or potential. 

But take a look at the following 
comparisons, derived from data in 
The Economic Almanac issued by 
the National Industrial Confer- 
ence Board: 

The country’s total of long term 
debt — private and_ public— in- 
creased at an annual average rate 
of approximately $4,500,000,000 


1929 


1932 


194] 
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over the years 1922-1929, with private debt accounting 
for virtually all of the increase since expansion of State 
and local debt but slightly exceeded the decline in Fed- 
eral debt. Over the seven years 1934-1940 the total 
long term debt increased at a rate of approximately 
$2,000,000,000 a year, due entirely to public debt expan- 
sion as private long term debt through that period con- 
tracted by average of nearly $900,000,000 a year. 

What were the relationships between debt expansion 
and national income over the two periods? 

It is valid to take 1921 and 1933 as the reference years, 
since each constituted a depression low in national in- 
come, preceding a protracted recovery period. For the 
period 1934-1940 the average annual gain in realized 
national income, over the level of 1933, was approx- 
imately $19,000,000,000. For the period 1922-1929, the 
comparable figure was $13,600,000,000. 

In dollars, the realized national income averaged 63.7 
billions over the seven years 1934-1940, compared with 
70.3 billions over the eight years 
1922-1940. Adjusting these figures 
for difference in living costs, the 
“real” income in the New Deal 
years averaged 78.9 billions a year, 


$19.80 against 72.4 billions for 1922-1929. 
Completing the statistical rec- 

ord, total interest cost on total long 

term debt averaged approximately 

$ 40.27 $5,462,000,000 a year for 1922-1929 


and $5,686,000,000 a year for 1934- 
1940, an increase of $224,000,000 or 
slightly more than 4 per cent. 

The year 1941 is omitted from 
these calculations because the pur- 
pose is to examine the productivity 
of public spending, in terms of na- 
tional income, prior to the heavy 
defense expenditures; and because 
inclusion of 1941 data would “load” 
the comparisons even more against 
the 1922-1929 results, since na- 
tional income in 1941 increased far 
more than did total long term debt. 
Moreover, no account is taken of 
equity (Please turn to page 281) 
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EXPLODING 


A FALLACY 


The New Profit Factors 


For Arms Producers 


BY BERNHARD HENGERER 


, arms program is the biggest production problem 
ever put up to American enterprise for solution. Essen- 
tially, the production of defense goods in quantity and 
in as short a time as possible is an engineering problem, 
while the war can be considered a conflict of technology, 
involving the ability of either of the combatting forces to 
gain supremacy by producing superior armaments in su- 
perior quantities in the shortest time possible. American 
preparedness therefore depends on the ability of our 
industrial and military engineers to devise better imple- 
ments of warfare in quantities greater than those avail- 
able to any foe or combination of foes. 

Because of the problems involved, the larger Ameri- 
can industrial concerns will continue to receive the ma- 
jor part of defense contracts. Volume orders for war 
equipment designed for mass production will enable such 
companies to increase the efficiency of operations, to 
develop more efficient inter-plant, transportation, and 
service relations, and to increase output and decrease 
production costs. Hence, leading armament producers 
should continue to show gains in operating income suf- 
ficiently large in many cases to permit further growth 
in net profits after allowance for the higher Federal 
taxes which are probable next year. 

According to the Federal Reserve Board, appropria- 
tions and authorizations for defense aggregated about 
$60 billion on October 31, last, compared with $20 billion 
on October 31, 1940. Including scheduled Reconstruc- 
tion Finance Corporation expenditures and British mili- 
tary orders placed prior to the beginning of lend-lease aid, 
the total amount involved on October 31, 1941, for all 
defense purposes was around $67 billion, of which some 
$15 billion had been spent. Defense expenditures for 
the fiscal year ending June 30, 1942, were estimated last 
January at $11 billion. In June, the estimate was raised 
to almost $16 billion, and in October to $18 billion. 
Monthly defense expenditures on the basis of Treasury 
Statements rose from around $300 million in October, 
1940, to $800 million in June, 1941, and to about $1,500 
million in November. Based on the latest budget esti- 
mate, defense expenditures for the balance of the current 
fiscal year will average around $1,670 million monthly. 
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The rapid development of the armament program will 
impose severe restrictions on normal production of many 
industries next year. Defense production, in other 
words, will be increasingly at the expense of peace-time 
activity. Despite the dislocations in prospect, prelim- 
inary estimates for 1942 point to an aggregate increase in 
the volume. of industrial production of at least 15 per 
cent on top of the 25 per cent gain this year over 1940. 

Since defense production will curtail operations of an 
increasing number of companies next year, it follows 
that, except in defense industries, earnings declines will 
be more general than earnings gains. There will be 
larger earnings and dividend distributions available to 
stockholders in many arms plants. The thesis of “profit- 
less prosperity ahead,” or “1941 witnessed maximum 
arnings,’ is not sup- 
ported by the trend of 
arms orders, production, 
or the possibilities for 
greater operating — effi- 
ciency as familiarity with 
new products is gained. 

Before considering in 
some detail the more 
salient efficiency factors 
likely to nullify pessimis- 
tic predictions concerning 
armament profits, the 
chief reasons why larger 
domestic industrial con- 
cerns will continue to se- 
cure the major part of de- 
fense contracts require 
brief statement. These 
are: the familiarity of the 
larger industrial concerns 
with mass _ production 
problems and the greater 
assurance that contracts 
can be completed speed- 
ily; the greater ability of 
the larger concerns to 
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finance necessary capital outlays: experience with close 
tolerances required to produce armaments that will work. 
and superiority in plant and equipment: experienced man- 
agement, labor and engineering staffs; and the ability 
to keep production costs down as a consequence. 

Arms production must be accelerated and at the same 
time yield profits if capitalism is to survive. The war 
economy thus poses a dual problem. The entire produc- 
tion and managerial genius of the country is concentrat- 
ing on the problem of accelerating arms output. Exist- 
ing manufacturing facilities have been and will be, con- 
verted to armament production. New facilities have 
been and will be, built. Engineers, in cooperation with 
military authorities, must learn how to produce better 
armaments by mass production methods. Substitutes 
for scarce materials must be developed. To turn out 
immense quantities of war material in a relatively short 
time necessitates volume orders and a minimum of de- 
sign changes during production. Yet, the development 
of new military designs is essential to minimize obsoles- 
cence such as may result if, for example, an airplane is 
adopted as standard and produced in volume but lacks 
the armament, speed, maneuverability, or fire power 
of some more recent design of the enemy. 

The profit motive also must be nurtured. The addi- 
tion of the 7 per cent surtax to the normal 24 per cent 
Federal corporate income tax alone requires an increase 
of over 10 per cent in net earnings before taxes merely to 
maintain net profit after taxes. Including normal, sur- 
tax, and excess profits taxes, the effective top tax rate 
on corporate incomes is 72.4 per cent under the 1941 
Revenue Act. The engineers, therefore, have the dual 
responsibility of seeking new methods of increasing arms 
output while lowering production costs so as to enable 
arms concerns to increase, or at least maintain, earnings 
despite higher taxes. Holders of cost plus fixed fee 
contracts have the same incentive to speed up produc- 
tion so as to take on additional orders. 

For years, the American “know-how” of industrial pro- 
duction has been the envy of the world and has helped 
raise American standards of living to ever higher levels. 
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The leading example of domestic initiative under private 
ownership is, of course, the automobile industry. Every- 
one is familiar with the fact that the motor industry over 
a period of years succeeded in raising output while low- 
ering prices, and at the same time increased its profits. 
The armament industry is an entirely new industry, and 
also our most gigantic industry. The production prob- 
lems are new. Both management and engineers have 
much to learn. The invaluable mass production experi- 
ence of the automobile industry (and also of other lead- 
ing industries) can not be applied immediately with equal 
success to the entirely new arms problems. But as ex- 
perience with new arms products is obtained, the “know- 
how” acquired in peace-time endeavors can be applied 
more and more to lift arms output and operating income 
by increased efficiency. 

Even the most capable production engineers can not 
plan production lines in advance with exact precision 
primarily because of the difficulty of visualizing a pro- 
duction line in actual operation. Actual operations, in 
other words, embrace far more details than the best 
planners can anticipate. Moreover, planning that en- 
deavors to avoid slower production speeds during the 
initial months of operation by trying to solve even the 
smallest detail problems may be expected to run into 
trouble, for the planning engineers can not always select 
in advance the very methods from among the hundreds 
of ways in which things can be done that will yield the 
highest degree of efficiency. 

Consequently, even the most carefully planned pro- 
duction lines will show astonishing signs of increasing 
output and decreasing costs for a surprisingly long pe- 
riod, provided, of course, that management, engineers, 
supervisors, and machines operators put their full ener- 
gies and abilities into their work. 

During the present emergency, every manufacturer 
of armaments is seeking more than ever to produce the 
required parts, to check them, and to assemble them 
into needed units, by using the principle of material 
flow from stock rooms through production to assembly 
lines. Capable engineers admit that actual] production 
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seldom reaches theoretically possible limits. The nearer 
the theoretical limit is approached, the better the results. 

However, while production is being stepped up, new 
problems generally arise. The solution of such problems 
would be simple if each machine operation, or most of 
them, should have its own efficiency limit beyond which 
output could not be increased. But just as it is possible 
for a champion runner to break his sprinting records, 
just so is it possible for each machine to break its own 
record of output. 

A production line may be very well balanced after a 
few months of operation. The flow of material is smooth, 
everyone is busy, and everything in the shop from cutting 
and grinding machines to machine operators is working 
as hard as consistent with the health of the individuals. 
The machines are functioning smoothly, but suddenly 
some one machine may show itself to be a record breaker. 
Why, then, should this machine be held down to 80, 70, 
or, say, 60 per cent of the output it is capable of just to 
keep pace with other machines in the production line? 
Before very long, other machines may show the same 
record-breaking tendency. Thereupon, the production 
line no longer is well balanced, the material flow no 
longer smooth. 


Attaining Increased Efficiency 


Further knowledge meanwhile has been obtained 
about the special production problems involved. To get 
the production line into balance again at a higher level of 
output may require, for example, different working 
hours, changes to better fixtures whenever such are in- 
vented, the addition of parallel machines to those which 
could not keep up with the faster ones, or undertakings 
of similar nature. It also may be that the machining 
time can be reduced; feeds and speeds may already be 
good, but more special knowledge, for instance, about 
the material used, may show higher speeds possible. In 
recent years, semi-automatic machines of many types 
have come into wider use. With this type of machine, 
the operator principally performs loading and unloading, 
and starts the machining cycle by pushing a button, or 
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by some other means. The entire machining cycle js 
done automatically, and, when the operation is com. 
pleted, the machine stops automatically. No matter 
how well timed this operation may have been initially, 
it probably can be improved in future. Of even greater 
importance is the time saving obtained when the ma- 
chine operator has had opportunity to become fully 
acquainted with the “machining rhythm.” Probably 
in a later stage of efficiency development, a change of 
some ordinary machines to semi-automatic will be con- 
sidered desirable so as to obtain the advantages that fol- 
low. Both from the military and profit angles, the advan- 
tages of increasing the output per operator are obvious, 
Secondary operations which take but a short time 
compared with the main operations may with increasing 
output be sufficiently important to warrant a more 
mechanized procedure. Thus, special devices may be 
justified to increase the efficiency of such secondary 
operations as adjusting, straightening, some cleaning op- 
erations, and others. Newly machined parts usually are 
dirty, have metal chips adhering to surfaces, and are 
greasy with oil. If efficient devices are available, opera- 
tors of semi-automatic machines may have time to do 
some of the smaller operations. Increased use of wash- 
ing machines, cleaning drums, mechanized painting de- 
vices are some of the means for attaining higher effi- 
ciency in such instances. In summary, increased effi- 
ciency in many respects is a question of finding ways for 
bigger output which have not been planned with suff- 
cient accuracy when the production lines were designed. 
In addition to improving the efficiency of production 
lines, the larger armament producers may be expected to 
give considerable attention to the problem of raising 
the efficiency of inter-plant relations, transportation, and 
service relations, so as to increase output and reduce 
production costs. Every factory does not have its own 
facilities for fully integrated operations, but must depend 
on other factories for essential material, machines, 
parts, maintenance, or repairs. The larger armament 
producers have business relations with other large plants, 
requiring the solution of inter-plant relations, transporta- 
tion, and sub-contracting problems. For example, the 
conventional methods of trans- 
portation designed fer more 
leisurely peace-time activity can 
be streamlined by using special 
truck lines running on definite 
schedules. Such streamlining 
may result in the development 
of a system of industrial trans- 
portation which will unite fac- 
tories directly or indirectly en- 
gaged in munitions fabrication 
as inter-dependent production 
units in a vast productive effort. 
Similarly, the various organi 
zations providing essential ser- 
vices, such as repair shops, tool 
and die shops, heat treating 
plants, and others, can success- 
fully put their operations on 
definite schedules and obtain the 
advantages of detailed planning 
(Please turn to page 280) 
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The Coming Revolution in Metals 


Finely powdered metals, ex- 
tracted from ores, are mixed 
in jar mills. Poured into hol- 
low steel die, the powders are 
squeezed into solid briquettes. 


BY JESSE J. HIPPLE 


Merats and their application have been mostly re- 
sponsible for every forward step in civilization since the 
dawn of history. The discovery of bronze was respon- 
sible for our advance from the civilization of the stone 
age to the heights achieved by the Romans. The in- 
creasingly economical use of iron made possible the 
gains of the Renaissance period, and the discovery of a 
cheap and efficient way to manufacture steel by Sir 
Henry Bessemer in 1856 marked the beginning of our 
own period of civilization and made possible most of 
today’s marvels. It should be noted that no discovery 
eliminated the use of previous metalic materials, for 
there is more bronze and iron used today than ever 
before. But the newest products opened up much wider 
fields of application and made possible much additional 
equipment at prices suited to even the most humble. 

It is a recognized fact that the materials entering into 
most manufactured items have the least bearing upon 
the ultimate cost to the consumer. The major item is 
the labor involved in their making. Where the amount 
of labor involved can be reduced, the price of the finished 
article can be redueed—thus stimulating consumption. 
A new process of utilization of all metals has recently 
been evolved which promises to reduce substantially 
the cost of manufacturing many small metallic parts. 
The new process will also save a large amount of machin- 
ing time and thus becomes even more important to 
national defense. 

The process is a variation of diecasting, although in 
this instance almost any metal or combination of metals 
can be used instead of being confined almost solely to 
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zinc or its alloys as is now the case. The resulting prod- 
uct takes on all of the desirable characteristics of the 
metals employed and to them can now be added other 
features which could be obtained successfully in no other 
way. To form an object, a male and female die is first 
prepared as in the case of any other diecasting process. 
From then on, the process differs radically, as do the 
results obtained. In diecasting the metal is molten, but 
in the newest development it is powdered. All metals 
can be reduced to powder, from soft gold or lead to the 
toughest stainless steel. Anything shaped from plastics 
or lead and zine can be duplicated by almost the same 
method with powdered metals. Machine bearings, gears, 
parts, small projectiles for cartridges, ornamental items, 
silverware, jewelry and countless other objects can now 
be fabricated at the lowest cost by adopting the new 
method. Ultimately, such diecastings may well sharply 
decrease the cost of most household equipment, automo- 
biles and could conceivably be a stepping stone toward 
making the privately operated airplane available to all 
on a price basis which would compare favorably with 
that of the automobile of today. 

After the metal to be used has been powdered, the 
remaining steps are simple. Into the female member 
of the die, an adequate amount of the powdered metal is 
placed. Then the male member of the die is pressed 
into the other member under pressure which varies with 
the nature of the object in use. The pressing takes but 
a relatively few seconds and when relieved, the die auto- 
matically ejects an object that needs only baking at a 
moderately high temperature for a short period of time 
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to duplicate a similar article which might possibly take 
hours to finish by hand or even in the latest types of 
machinery. The saving in time is quite obvious but 
added to this is the fact that in machining out the same 
article, the waste material might well exceed the weight 
of the finished object by a wide margin, but in the newest 
process there is none at all. The finished object also 
compares quite favorably with a hand made item in 
point of wear and other important features. And best 
of all, the pressing and baking process are far less costly 
for equipment than would be the case with the equip- 
ment needed for hand machining and would require only 
semi-skilled labor as compared with the highest degree 
of skill needed to operate lathes and milling machines 
necessary to make the parts in the older manner. 

The newest process is just coming into production and, 
as yet, the latent possibilities have only been partially 
explored. The ability to combine various metals of 
totally different characteristics into a homogeneous mass 
is already solving one of the greatest problems of the 
electrical equipment industry. Cepper and silver are 
the best known conductors of electricity yet their melting 
temperature is relatively low. Tungsten or molybdenum 
need a very high temperature to melt them but their 
conductivity is relatively low as compared with that of 
copper or silver. To merge these metals through heat 
would be impractical because the low melting metals 
would evaporate long before the more refractory metals 
would be liquified. Powdering them and mixing before 
pressing into shape solves the union and now there is 
available to the electrical equipment manufacturers an 
article which has the best conductivity possible and at 
the same time can resist the high temperatures of an 
electric arc. 

Actually the potential usefulness of this newest process 
is unlimited. For instance, it is now possible to unite 
metallic with non-metallic substances in a manner never 
heretofore possible. Diamond dust can now be incor- 
porated with iron or copper to form cutting wheels, 
while wood flour and metals can be combined to obtain 
porous metal objects to be used as filters or the like. 
A lubricant—such as graphite—can be incorporated into 
a bearing so that the bearing never requires to be oiled 
during its useful life. Cemented carbide metal cutting 
tools now required in great quantities to speed 
up defense operations can be produced eco- 
nomically in no other way. And new industrial 
applications are being made at a speed almost 
too great to record. At present, pressing is done 
only as a single machine job, but already pro- 
duction methods are being devised and it may 
not be long before machines will be available 
that will produce more of a given article in one 
hour’s time than it would be possible for one 
man to make in a month under the older 
methods. 

There are as yet no large companies specializ- 
ing in the production of parts from metalic 
powder for the process is as yet too young. Even 
the machines required to make the new type 
products are not unique and could be repro- 
duced by almost any good shop with a knowl- 
edge of hydraulic machinery. Metal powdering 

is more of an art and it is probable that those 
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companies experienced in manufacturing metallic pow- 
ders will reap the first benefits, but later it is probable 
that even this art will be much simplified and the output 
stepped up in keeping with requirements. Instead of 
being eclipsed by the latest development in metallurgy, 
existing diecasters such as Doehler Die Casting Co. 
should be in an ideal position to continue with the newest 
technique. As was said before, the only difference being 
that one process uses molten metal while the other re- 
quires a metallic powder. It is also likely that for a long 
time the more conventional manner of making dieccast- 
ings will be more economical in some objects and thus 
afford ample time for a turn over of operating methods, 


Is the "Aluminum Age" Dawning? 


It is much too early to discuss profit possibilities in- 
herent in the newest process for the full extent of its 
usefulness is only barely discernible. It does, however, 
have all of the earmarks of another revolution in the 
use of metals and might presage the opening of a new 
era of better materials at greatly reduced costs. 

The foregoing is only a phase of the probable revolu- 
tion in metals. There are other prospects that indicate 
that metals may displace many time honored materials 
as time goes on. Furniture, houses, household equip- 
ment and many other items may soon be made in increas- 
ing quantities from aluminum and its lighter weight 
companion, magnesium. Not that these are new metals 
by any manner or means, but after the emergency has 
passed they will be available for general use in quantities 
heretofore undreamed of. And not to lose the produc- 
tion capacity built up at such great cost during the war 
period, many new applications must be found in addi- 
tion to the many already known. 

Up until 1938, this country led the world in the pro- 
duction of virgin aluminum. The major reason for the 
leadership was possibly because of the fact that we alone 
had sufficient capital to install the huge quantity of 
electrical generating capacity required in the making of 
this metal. Spurred on by war preparations and state 


control of capital, Germany passed us in output of 
aluminum in that year and has had the mastery ever 
Prior to the war we had been using aluminum 


since. 





The briquettes are "baked" in controlled atmosphere, becoming tough 


and durable. 
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with prodigality although we were never able to 
consume much more than 300,000,000 pounds of 
virgin metal in any one year from our own re- 
sources. Total aluminum consumption was 
somewhat higher although the difference was 
made up by the use of reworked metal and a 
certain quantity of imported aluminum. The 
American aluminum industry had been expand- 
ing as rapidly as was consistent with good busi- 
ness but, when the emergency arose, the avail- 
able supply of new metal was found to be quite 
inadequate for every need. 

Accordingly, production of aluminum began 
to expand late in 1939 and, by the end of 1940, 
it is estimated that the American aluminum 
industry had produced 412,560,000 pounds as 
compared with the previous pre-war peak out- 
put of 292,681,000 pounds achieved in 1937. 
Now, according to the latest estimates, the 
American industry is expected to be producing 
aluminum at the rate of 720,000,000 pounds yearly at 
the beginning of the new year and added to this will be 
the output of Canada, now estimated to be in the vicinity 
of 400,000,000 pounds yearly. But the desired peak of 
aluminum production is as yet far from achievement. 

Aluminum Company of America, long the leading 
American aluminum maker, is expected to be manu- 
facturing at least 700,000,000 pounds of metal yearly by 
mid-1942 and Reynolds Metals, a newcomer to the 
aluminum production field although long active in its 
fabrication, is now believed to be producing virgin metal 
at the rate of 100,000,000 pounds yearly. There is in 
prospect a total U. S. production of more than 100.- 
000,000 pounds a year and after the war the radically 
expanded capacity will have far-reaching implications. 
What this might mean is made more clear by a study of 
the peace time applications of aluminum. 

In the past, transportation—automobiles. airplanes, 
railroad trains, ete.—required about 29 per cent of the 
output of the aluminum industry. There is still much 
room for improvement in this industry in the use of 
aluminum for that metal makes for greater profits to 
the railroads—through reducing the weight of cars and 
equipment—and if available in adequate quantities at 
the right prices, should find greater use in the manu- 
facture of automobile bodies and other parts. Airplanes 
are already using aluminum wherever possible so that 
they will maintain their proportion of consumption 
mostly by virtue of the probable expansion in airplane 
production for civilian use. 

Machinery and electrical appliances have usually re- 
quired about 15 per cent of the total output of aluminum 
in a normal year and this percentage will probably also 
be maintained when the war has ended. This is mostly 
because of the high rate of obsolescence which will prob- 
ably prevail during the emergency years coupled with 
the normal new demand that is apparent under natural 
circumstances. Undoubtedly, there will be many more 


vacuum cleaners, washing machines and the like manu- 
factured after the war and thus hold the percentage 
consumption of aluminum at normal levels although the 
tonnage will, of course, increase sharply. Cooking uten- 
sils, metallurgy of iron and steel, chemical and miscel- 
laneous needs will probably be relatively unchanged 
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Blended powders, shoveled into briquetting press, emerge as 
solid products. 


from former levels and thus leave a great quantity of 
aluminum to be absorbed yearly by the building and 
food packing industries. 

Aluminum has long been acknowledged as an ideal 
material for small building construction and architectural 
adornment of larger structures. In the larger buildings, 
it is already considered to be most desirable for trim, 
doors, window frames and other purposes, while com- 
paratively high costs have prevented its use on a more 
lavish scale in small private homes. The future small 
house will, however, be able to include all of the 
aluminum objects enumerated above but will also use 
aluminum as a reinforcement material for concrete struc- 
tures as well as an insulator against heat and cold. The 
probable application of aluminum in the future almost 
defies the imagination. 

The aluminum manufacturers will undoubtedly con- 
tinue to decrease the selling price of the metal as greater 
output makes for increased operating economies. That 
has been the experience of the past several years for 
only since 1930, aluminum prices have declined from a 
high of 24.3 cents a pound in that year to the current 
base price of 17 cents a pound. And this in spite of 
higher taxes, wages and transportation costs. Then, too, 
it must be remembered when calculating the competi- 
tive position of aluminum with that of other metals on a 
price per pound basis, that a pound of aluminum bulks 
at least twice as large as a pound of copper and a num- 
ber of times larger than a pound of iron or steel. Yet 
the tensile strength of modern aluminum is now equiva- 
left to that of mild steel. 

It is therefore probable that profit margins on alumi- 
num will be well maintained and that because of the 
sharp increase in eventual consumption that earnings 
will continue to increase even if the proportion of earn- 
ings gain will be well below that of the rise in demand 
for the metal. 

Magnesium is a comparatively new metal from the 
standpoint of commercial production on a large scale. 
It is considerably lighter than aluminum, having a spe- 
cific gravity of 1.74 as compared with 2.58 for aluminum. 
Its color is moderately whiter than that of aluminum and 
it melts at a slightly lower temperature. It has two 
qualities that insure its (Please turn to page 284) 
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Price control won't be enacted into law for months. 
In the Senate anything can happen to the polyglot bill 
spewed by the House. Guesses are invalid—there’s too 
much politicking involved on both sides of the political 
aisle. But one thing is certain. The Senate will not be 
moved to haste. 


Leon Henderson remains in charge of price fixing re- 
gardless of what happens to price control legislation. The 
House bill creation of a board to review rulings by the 
Administrator is hocus-pocus. Senate is expected to 
retain this apparent safeguard, but the President will 
pack the board with Henderson-minded yes men. 


Defense agencies are to be quietly shaken up again. 
Practices rather than personalities will be involved. Ad- 





Washington Sees: 


Western Hemisphere war mosaic takes shape 
as patterned in Washington. 


New important filling-in moves in Latin Amer- 
ica are in sight. They fall in two categories: 
economic and military. 


Occupation of Dutch Guiana will be followed 
by similar demonstrations of might. Martinique 
is almost certain to be taken over; possibly also 
Guadeloupe and French Guiana. In echelon with 
these military gestures, lend-lease and other eco- 
nomic elements progress satisfactorily in the 
maneuvers to make South America absolutely 
impervious to Nazi influence when the Adminis- 
tration concludes the time has come to cross the 
southern Atlantic into Africa. 


Lend-lease handouts to our southern neighbors 
on most generous terms requiring only fractional 
repayment will continue despite Congressional 
grumbling. 





es 


ministrative machinery to execute policies is terribly 
tangled. There’s too much buck passing, too few focal 
points of responsibility. So efforts will shortly be made 
to define everybody’s job, fix their responsibilities, and 
keep them out of each other’s hair. Heads won’t be 
lopped off, but paralyzing evils of bureaucracy will. 


Vice-President Wallace, chairman of the SPAB, is the 
man to watch in this overhauling of the defense admin- 
istrative setup. Wallace is sweet tempered but can snarl 
on occasions, and he’s plenty disgusted by the muddle 
in which OEM, OPA, and OPM are floundering. He’s 
convinced no new agency is needed, simply wants to 
eliminate a lot of internal confusion and conflict from top 
to bottom. And don’t forget he has the President’s OK. 


Small industry aid has become a footrace between Con- 
gress and the OPM. OPM officials have finally come to 
realize congressional wrath is boiling over and that some- 
body may be scalded. They’re desperately striving to 
achieve some arrangement for getting raw materials to 
small enterprise in advance of legislation directly order- 
ing them to do so. It wouldn’t be surprising if O P M 
ultimately set aside definite proportions of scarce ma- 
terials to keep little operators alive. 


Witholding tax is just over the horizon. But it won't 
be the 15 per cent urged by Treasury Secretary Morgen- 
thau. And it won’t be superimposed on the present high 
individual income schedule. Congress, Henderson, and 
Eccles have ganged up on Morgenthau’s balloon and 
deflated it fervently. 


Fatter dividends have profit limitation preachers drool- 
ing in anticipation. Before long the House Ways and 
Means Committee will open hearings on profit curbing 
proposals, and the oratorical caldron will boil and bubble 
while legislative reformers dish out complaints against 
the bigger dividends being distributed by defense indus- 
tries. Probably their chant won’t go unheeded. Signs 
right now point to Congressional action placing a seven 
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or eight per cent limitation—exclusive of taxes—on de- 
fense business. 


St. Lawrence Waterway showdown in the House has 
been deferred until next year because of Administration 
uncertainty. The President’s front men have told him 
there aren’t enough votes to get the seaway through. 
Plain fact is that pork-barrel statesmanship has back- 
fired, and neither House nor Senate is enough in a Santa 
Claus mood to OK the billion dollar omnibus bill carry- 
ing the seaway and Florida Ship Canal. 


Automobile production is to be cut even deeper. Man- 
ufacturers have already been given this word. The out- 
put will be depressed materially below current level. 
Auto and auto equipment companies are expected to lay 
off at least 50,000 more regular 
workers by March 1. Some will 
be retrained and rehired on defense 
contracts within the industry. 


Drug lobbyists are needling OP M 
big shots by pressing for appoint- 
ment of a drug coordinator. Drug 
buying practices of defense agen- 
cies have become so competitive as 
to confound the industry. Trade 
spokesmen think they have a solu- 
tion. They want President Roose- 
velt to name a top man with power 
to coordinate the purchasing pro- 
gram. But they’re shouting up a 
rain spout—the President isn’t ex- 
pected to oblige. 


Copper price may be shortly lifted 
two cents a pound. Price Admin- 
istrator Henderson has fixed the 
maximum at 12 cents. Western 
Congressmen are maneuvering to 
have this hiked to 14 cents, pressing the argument a 
higher figure would encourage production. A growing 
scarcity of the metal may bring about Henderson’s 
capitulation. 


Press Association 


Synthetic vitamins have stirred up a mess of trouble 
between OPM and the Federal Security Agency. With 
Russian demands for food and vitamins still undefined, 
and fearful vitamin Bl raw materials may disappear, 
OPM specialists have secretly recommended the crusade 
for enriched flour and bread in U.S. be curtailed. FSA 
scoffs at this timidity, claims there are enough vitamins 
for all. So F AS Administrator McNutt has ordered an 
inventory to uncover exact available supply of elusive B1. 


New discoveries of oil are declining in the face of rapid- 
idly increasing production. This means a shrinkage of 
proven underground reserves. Westerners point the 
finger of blame at Price Administrator Henderson, claim 
he has chilled exploratory work by freezing the petro- 
leum price too low, and demand the ceiling be raised. 
There’s logic as well as Congressional pressure behind 
this plaint, and it wouldn’t be surprising if Henderson 
upped the top price a notch or so. 


DECEMBER 13, 1941 





Leon Henderson—"His hopes for price control 
law now center in Senate.” 














Auto use tax may fall under the legislative axe. It 
sneaked through the Senate by only a two-vote margin. 
It’s about as popular as a fat girl on roller skates and a 
bit of a heave at the proper time might shortly skid this 
orphan into oblivion. Democrats would like to dump it 
into the ash can for political reasons and they might 
easily coax the little necessary help from unimaginative 
Republicans. 


Installment buying restrictions are to be tightened after 
the holidays. Through 1940 and 1941’s first eight 
months consumer credit expanded to the tune of about 
1.2 billion dollars a year. Since application of the Fed- 
eral Reserve installment brake September 1, consumer 
credit is estimated to be shrinking at a 2 billion dollar 
annual rate. This, say the controllists, has the same 
effect on inflation as a 3.2 billion 
dollar tax increase. They want 
more of it. 


Hatchet men of Interior Secretary 
Ickes, Power Commission Chair- 
man Olds and the T VA are out to 
get OP M’s power specialist J. A. 
Krug. By doing a practical job on 
power pooling and rationing Krug 
has spoiled Ickes and Olds schem- 
ing to exploit the defense emer- 
gency as an instrumentality for 
broadening Government authority 
over utilities. And it’s not to be 
forgotten that instead of drawing 
on TVA experts Krug drafted 
Clarence W. Mayott of the Con- 
necticut Valley Power Exchange to 
organize the pool of 40 utilities for 
southern defense industry. 


Drug manufacturers worry over 
sudden Federal Trade Commission 
disposition to insist upon more information in adver- 
tisements. F T C has told advertisers they must be more 
explicit in cautioning words to consumers and demanding 
the exact term “warning” be carried in ads. The Com- 
mission has so long waddled along in phlegmatic com- 
placency that the trade is alarmed at this show of life, 
fears it may be prologue to a crack-down. 


Thurman Arnold, trust-buster, Yale professor, author, 
has no intention of quitting as Assistant Attorney Gen- 
eral in charge of anti-trust matters. Rumors of trouble 
between Arnold and Attorney General Biddle are ex- 
aggerated. Arnold’s trust-busting crusade makes so much 
progress that he’s too happy to walk out unless fired. 


American diplomacy was sold down the river on the 
proposal British defense instrumentalities in this coun- 
try be exempt from taxation. Without properly plumb- 
ing Senate sentiment, State Department swivel chair- 
men allowed Britain’s diplomats to entice them into 
signing a treaty granting such preference. The Senate 
won’t ratify the pact, and the State Department has 
lost face through again being talked into an indiscretion 
by foreign statesmen. 
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War and The Rubber Industry 


Crude Stocks Are Adequate for 
Defense Requirements but 
Other Needs Will Suffer 


BY PHILIP DOBBS 


L. Is hardly probable that the unexpected war 
with Japan will interfere more than temporarily 
with shipments of rubber coming from the East 
Indies to this country. Shipments may be de- 
layed due to the necessity of adopting a longer 
route and the need to await the formation of 
convoys while a certain percentage would prob- 
ably fall prey to enemy action, but on the whole, 
some imports of East Indian rubber should con- 
tinue despite any foreseeable difficulties. Com- 
bined Government and private inventories are 
sizable and should serve adequately to meet de- 
fense needs if not much of civilian requirements. 

Despite all that has been said to the contrary, there 
has not as yet been discovered any single substance 
that can thoroughly take the place of natural rubber. 
There are a great number of synthetic products which 
perform one or more of the normal functions of rubber 
and, indeed, in a few instances do certain things in a 
manner superior to the natural product. But on the 
whole, artificial rubber is yet to be made and based 
upon the knowledge of existing synthetic substitutes, 
no suitable artificial material is as yet in sight. 

Crude rubber has been arriving in this country in great 
volume. During the first nine months of the current 
year, we imported 762,578 long tons of rubber and during 
October, brought in an additional 72,222 tons. Novem- 
ber imports are not as yet officially tabulated but indica- 
tions are that receipts were in the vicinity of 80,000 long 
tons, bringing shipments for the first 11 months up to 
about 915,000 long tons. In considering these figures it 
must be remembered that there are 2,240 pounds to a 
long ton or 12 per cent more than in a short ton which is 
our customary measurement of weight. For the full year 
it is probable that rubber receipts in this country will be 
close to 1,000,000 long tons or better than 60 per cent 
greater than in any pre-war year and well above last 
year’s figure of 817,900 long tons. If transportation 
is available, 100,000 long tons of crude rubber are ob- 
tainable monthly from foreign production and already 
accumulated inventories. 

Preparedness efforts have made a strong demand upon 
the rubber manufacturers. As a result, consumption of 
crude rubber has risen from a normal high of slightly 
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Cushing Photo 


Old tire heaps such as this will become an increasingly common sight 


as more reworked rubber is used. 


more than 600,000 long tons yearly to an estimated need 
for 750,000 long tons or more this year. This increase 
in spite of the fact that the consumption of newly ac- 
quired crude rubber for civilian purposes has been re- 
duced by Government quotas. Obviously, with con- 
sumption falling well below imports of crude rubber 
there is a surplus to be added to stock piles for future 
use. As of the close of September there were estimated 
to be some 473,700 long tons of rubber in the hands of 
the manufacturers and the Government’s Rubber Re- 
serve Corp. Of this amount, 236,090 long tons were 
Government property and as such were restricted as to 
consumption but, the remainder, being private property, 
was partly used to make up the difference between allow- 
ables and private consumer demand by the manufactur- 
ers. Government stocks at the end of October were 
approximately 265,738 tons which left about 50,000 tons 
from that month’s imports for the rubber manufacturers 
who reportedly consumed about 10 per cent more than 
that amount. Thus, there must have been further mod- 
est draughts on private crude rubber inventories. 

But while the pace was not as sharp as might be de- 
sired, the Government’s supply of crude rubber has 
mounted. By the end of 1941 it is expected that stock 
on hand will be in the vicinity of 300,000 long tons. Later 
acquisitions will depend upon the efficiency of the Navy 
in convoying this material to us. 

The present rate of crude rubber consumption is large 
and can be reduced without too great hardships being 
inflicted on consumers. Currently approximately 55 per 
cent of all of the crude rubber being consumed in this 
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country is used in the form of tires and tubes. Tires and 
tubes are vital to the performance of all mobile land 
military equipment and as such there will be no limits 
placed upon their production for such purposes. But, up 
to the present time, only about 30 per cent of all rubber 
consumed is going into defense materials. Obviously, 
then, the decrease in the number of new automobiles 
being manufactured for civilian use will result in an in- 
creased number of tires being made available for military 
purposes and civilian replacements while replacement 
tire sales are constantly being curtailed by the growing 
use of re-treaded shoes. There will continue to be a 
strong demand for new replacement tires but, if only for 
the sake of consumer economy, it will be tempered by the 
increasing efficiency of retreading operations. 

Civilian tire sales have been large this year, represent- 
ing much forward buying on the part of the consumer as 
well as the distributor. Since civilian tire production has 
been restricted by O P M quotas, the manufacturers have 
been meeting the demand from inventories of finished 
tires on hand to a great extent. Thus, by October 1, 
manufacturers’ tire stocks had declined to their low point 
for 20 years and were about half as great as they were a 
year ago. The manufacturers’ stocks of automotive 
equipment were also lower than the estimated inven- 
tories of the tire dealers. Tire dealers’ stocks on hand 
were likewise lower than a year ago on October 1 but the 
decrease was only 11 per cent and thus indicated that 
there was a strong attempt on their part to maintain 
their usually high inventories in spite of booming sales. 
Because of seasonal factors and also because of forward 
buying on the part of the civilian consumer, the decline 
in dealer stocks since October 1 has been at a smaller 
rate and before Spring, dealer stocks should again be in 
an uptrend even though future additions to inventory 
are strictly within the quota limits on manufacturing set 


by OPM. 


Recent Operations Profitable 


Taken as a whole, the rubber manufacturers have had 
one of the best years for a long time as far as profitable 
operations are concerned. Many have benefited by the 
fact that their fiscal year did not coincide with the cal- 
endar year and thus they did not feel the full effects of 
the higher tax schedules. Those whose year ends De- 
cember 31, have the compensating advantage of a longer 
period of higher tire prices which, mostly because of 
stabilized crude prices, have afforded a somewhat better 
margin of profit. Restrictions in force on production in 
the latter half of this year have prevented the realization 
of all possible profits but on the whole, earnings are 
expected to be considerably better than average and also, 
in most instances, higher than those of a year ago. 

One of the bright spots in the restrictions in force 
against rubber is that the Government—through its 
Rubber Reserve Corp.—has taken the hazard out of 
crude rubber prices. The fact that the Corporation now 
receives all of the crude rubber coming into this country 
and then sells it to the manufacturer at a fixed price, 
eliminates the danger of crude rubber price changes on 
finished rubber selling prices and also since it will no 
longer be necessary for the manufacturers to pile up their 
own inventories of crude rubber, there will be no un- 
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foreseen cut in profits due to the necessity of inventory 
adjustments. In many a former year, the results of a 


whole period of profitable operations have been wiped 
out by a violent decline in crude rubber prices at the 
close of the year. The restrictions on tire-production 
have practically eliminated price cutting, an evil which 
has frequently threatened to disrupt the industry, and so 
far have resulted in a degree of stabilization in the rubber 
trade which had often been hoped for, but never before 
achieved. 

Ever since rubber has assumed such an important posi- 
tion in our economy there has been a concerted search for 
a rubber substitute which would make us economically 
free of the East Indies and other foreign sources of crude 
rubber. The search was stimulated in times of high rub- 
ber prices and lagged when natural rubber prices de- 
clined. But, nevertheless, it has persisted. As far as 
finding a complete substitute for rubber is concerned, the 
search has been a failure. But the search for an artificial 
rubber has developed any number of synthetic organic 
substances which, while they bear little physical or 
chemical resemblance to natural rubber, have neverthe- 
less filled a definite need; often where natural rubber itself 
would not fill the requirements. Many of the synthetic 
substitutes have been found so well suited for certain 
purposes that they have ousted natural rubber from that 
particular job in spite of the admittedly higher original 
costs, and in other instances the man-made products 
have been able to outwear rubber where the job entailed 
contact with petroleum or its derivatives, chemicals of 
various sorts, unusual friction conditions, acid tank 
linings and printers’ rolls, to mention but a few. 

Since the greatest military use for rubber is tires for 
mobile equipment, the experience of the German army 
with “ersatz” rubber should be indicative of what we 
may expect from our own synthetic substitutes in that 
respect. Germany has long been the world’s leading 
exponent of supplying all needs from home products. 
Her synthetic rubber substitutes have been considered 
by many chemists to be equal to, if not better than, any 
others in existence., Yet early in the war it was found 
impractical to use as much as 65 per cent “ersatz” rubber 
and 35 per cent of the natural material. In recent times, 


analysis of German tires discloses a reversion of the ratio 
and now these articles are composed of nearly 65 per cent 
of natural rubber while the remainder is a rubber 
substitute. 

Nevertheless, the synthetic products have found such 
ready application in their own fields that we feel justified 
in increasing our output of them. Accordingly, our esti- 
mated production capacity of 25,000 tons of synthetic 
rubber substitutes is being expanded to a point where 
we will be producing some 75,000 tons late in 1942. Once 
achieved, this production would be equal to only about 
13 per cent of our currently restricted rubber consump- 
tion. Undoubtedly, a much larger production capacity 
is desirable but since the application of these synthetics is 
not sufficiently broad to compete with natural rubber 
in all phases, there would be no way in which they could 
vie with the natural material once the emergency had 
passed and thus we would be saddled with a large amount 
of very high cost production capacity. 

The cost of synthetic rubber substitutes is high. 
Currently, the selling prices of the major products range 
from $0.30 a pound up to $0.75 a pound according to the 
product and as compared with a fixed price of 221% cents 
a pound set by the Rubber Reserve Corp. for the natural 
material. The price would undoubtedly decrease as 


volume of production increased although it is hardly 
conceivable that it would ever reach as low as the levels 
to which natural rubber prices have retreated in the past 
under the pressure of economic necessity. Hewever, as 
an addition to the rubber manufacturers’ line of prod- 
ucts, synthetic rubber substitutes play a rather impor- 
tant part and will continue to do so unless production 


capacity is expanded beyond the normal limits of con- 
sumer demand. 

There are other available sources of rubber which 
should become increasingly important to us although 
their full benefits are as yet a long time away. One is the 
revival of the Brazilian rubber industry and the other 
is the cultivation of guayule rubber from plants capable 
of being cultivated within our own borders. Brazil was 
the home of rubber and the major source of world supply 


Gendreau 

Crude rubber as it comes from the East Indies contains much 

trash and dirt which must all be removed before it can be 
processed. 
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until the demand began to expand. Once the Brazilian 
rubber plantations and wild trees were able to produce 
almost 300,000 long tons of crude rubber yearly but the 
production was high cost and uncertain and Brazil soon 
gave way to the Dutch in the East Indies and the 
Belgians in Africa in the world rubber markets. 


Brazil still has an ideal rubber climate and at least 
one of our large tire manufacturers has started a planta- 
tion in that country. Other plantations are coming along 
well but, as yet, the total output is far below previous 
high levels although it is constantly rising. Wild rubber 
is no longer collected in quantity and much of the culti- 
vated product is consumed in Brazil in making tires and 
tubes for export as well as their own use. But at some 
later date the output will be well above that nation’s own 
requirements and there will be a sizable exportable sur- 
plus. However, judging the future by even the recent 
past, Brazil will not be able to supply this country with 
more than half of its needs for rubber for matter of some 
ten years or more. 

Guayule rubber, in common with synthetic rubber sub- 
stitutes, is frequently revived in times of high crude 
rubber prices or scarcities and as as quickly subsides 
when the market declines. Guayule rubber is named for 
the plant from which it is obtained. The guayule plant 
is a small deciduous shrub or tree, native to Mexico but 
growable in certain sections of this country, particularly 
in California and some of the warmer western states. 
The latex obtained from the guayule shrub is very similar 
to that obtained from East Indian sources except that 
the guayule product has a higher rosin content. This is 
no real problem for the excess rosin can be removed 
cheaply, after which the latex can be processed in much 
the same manner as its foreign cousin. 


There is unquestionably ample room available for the 
cultivation of guayule and experiments have shown the 
plant to be sturdy and not temperamental in its grow- 
ing habits. If enough of the plant were to be grown it 
could furnish this country with all of the rubber needed, 
but the catch is in the number of plants and space for 
growing required. 

Guayule plants contain latex in proportion to their age. 
For instance, a two-year-old bush has a latex content 
of approximately 30 per cent of its bulk. A four-year- 
old plant contains approximately half again as much 
while one that is eight years old has better than two- 
thirds of its bulk as latex. But while latex is obtained 
from the East Indian rubber trees in much the same 
manner as maple sap is collected in this country, to ob- 
tain the latex content of the guayule plant, it is neces- 
sary to macerate the entire plant to a pulp and then ex- 
tract the rubber content by boiling the mass until the 
latex rises to the top as a froth or scum. Thus, in order 
to have constant production, first, twice the amount of 
trees required for a year’s harvest must be planted at 
the beginning and, after a two-year wait, half of the 
crop is harvested and a similar amount replanted. In 
mature plants under experimental conditions, the yield 
per acre of guayule has been relatively heavy—500 
pounds of latex in some instances—yet, to obtain 600,- 
000 long tons of rubber yearly it would be necessary to 
cultivate and tend nearly 6,000,000 acres of suitable 
land. Presupposing, of course, that the yield per acre is 
up to the maximum, some- (Please turn to page 285) 
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COMPANY 


1940* 


EARNED PER SHARE 
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1940+ 


19417 










Dividend 
Paid to 
Datet 


Price 
Times 


Dividend® COMMENT 









General Mills 


6.23(j) 


4.00 


21.0 Since any operating gains resulting from increased consumer incomes are likely to} 
offset by higher taxes, earnings are likely to remain fairly stable. The $1 quarteiy 
dividend appears secure. 









4.32 


3.56 


3.75 


10.0 ucti me $1.2 billion in defense orders recently on hand should 
pared pn in 1949, ond ¥ and cushion bee in passenger car output. Profit per 
be somewhat narrower, ” but liberal dividends are expected. 









Gen. Railway Signal... 





1.21 


0.75 


1.27 





12.4 Earnings this year will be well above 1940. apt level = railroad traffic attended by 
heavier demand signalling devices. Prospect a for improvement in defeny 
orders, More generous dividends anticipated for 1 e° 





General Telephone... . 






2.35 


2.15 


2.18 


1.55 


11.9 Continuance of revenue gains should largely offset — Misker taxes and permit maint. 
nance of 40-cent quarterly dividend rate established this year. 





Glidden Co. 







1.56(c) 


0.47(6) 


0.99(6) 


1.50 


9.3 Heavier taxes applicable to the current fiscal year should Ney offset by gains in operating 
income reflecting price ad and oils, as well as fy 
paints and pow Lac ng Earnings fiscal year recently ‘ended probably showed cop. 
siderable advance and have warranted i 











‘Goodrich (B. F.) Co... 








3.10 


0.26(6) 


4.31(6) 


2.00 


10.6 Record earnings on the common are indicated for 1941. Outlook regarded as favorabl, 
because of rapidly increasing importance of military and mechanical rubber good 
— as offset to sharp reduction in original auto tire sales. Further dividend increas 

ely. 





Goodyear Tire & Rub. . 






3.44 


1.23(6) 


2.23(6) 


1.3712 


12.4 Growing importance of rubber items for defense purposes understood to afford profit 
margins approximately comparable with normal lines which are being curtailed. Pros. 
pects point to continuance satisfactory earnings and dividends. 





‘Grant (W. T.) Co 









2.69(f) 


0.54(6) 


0.75(6) 


1.40 


16.9@ Sales gains reflecting increased consumer incomes in regions served and ability to offse! 
higher wholesale prices by advances in retail prices or other adjustments foreshadow 
moderate increment in earnings. Fiscal year-end extra p 








‘Gt. Northern Ry. (Pfd.). 






4.07 


2.58 


5.10 


2.00 


12.2 Earnings this year will be well ahead of 1940 primarily as result heavy iron ore shipment, 
Prospects point to maintenance at least of high earnings level through 1942, and divi. 
dends therefore may be liberalized. 





Great Western Sugar... 






1.38(3) 





12.2 Earnings of this leading domestic sugar bee cted to ad: sharply 
for the fiscal year ended Feb., 1942, pena ronal oy Continuance of 50-cent 
quarterly dividends is anticipated. 





Green CELI Ce..... 






3.46(f) 


13.5 Operating gains resulting from sales increases of company’s variety and junior department 
stores located in defense we: are expected to be largely offset by higher taxes, but no 
change in dividend policy is b 








Gulf Oil Corp 






2.44 


23.9 Large crude oil reserves in U. S. and Venezuela and strong operating position promise 
ood earnings gain this year despite heavier taxes and continuance of growth in 1949, 
Dividends next year should at least equal 1941 disbursements. 









Hat Corp. of Am. “A” 


1.03(c) 


0.36(6) 


0.19(6) 


..©@ While i babi ded for the fiscal year recently ended, sustained sales and 
development of anew production process are expected to provide more favorable eam- 
ings comparisons in coming periods, Higher dividends consequently are possible. _ 














‘Hazel-Atias Glass... . . 


4.59 


6.13 





16.8 Glass a sales have risen sharply, and prospects for 1942 are considered good 
and of raw material problem. Con 








tinuation ‘of $1. $1.25 quarterly dividend expected 





Helme (Geo. W.) Co.. 

















‘Hercules Powder...... 


Hershey Chocolate.... 


Holland Furnace... . 








‘Hollander (A.) & Sons. 







2.10 








..© Reduction in extra dividend declared payable next January to 50-cents from $2 paid 
last January reflects reduced profits in prospect both this year and next due to tax imposts, 
However, the $1.25 quarterly dividend rate probably will be retained. 





3.01 








23.1 Taxes are expected to restrict 1941 earnings of this important powder and chemical com. 
pany to about 1940 level, but successive new sales peaks anticipated bolster earnings 
while ble financial position promises continuance liberal dividends, — 





4.69 








16.1@ While sales are expanding with gains in consumer incomes, increased ingredient ‘costs 

and especially higher tax levels suggest reduced 1941 earnings and continuance down- 

ward trend in 1942. Dividend outlook cloudy, but 75-cent quarterly rate does not 
eppest in in immediate denser. 








2.45 





—— = e of limits i d on residential construction after January 1, earnings of this 
leading producer of warm-air heating equipment may be reduced considerably. Since 
the period for which medium and high-priced residential construction will be banned is 

rtain, conservatism may dictate tion in the dividend rate. 








~ 0.81(6) 


1.37(6) 





..©@ Earnings this year will show considerable improvement as result increased consumer in- 
comes. Although busi largely fined to furs in popular price classification, the 
10% excise tax and higher personal income taxes may be retarding influences next yea. 
Dividend policy will conform to earnings trend. 








‘Homestake Mining. . .. 







3.03 


1.81(6) 


1.40(6) 


4.121% 


..© Increased operating costs and higher taxes will result in lower net for 1941, with trend 
continued into 1942. While heavy depletion charges might permit continuance $4.50 
dividend rate, the dividend appears vul ble in view prob porate taxes, 








Hondaille-Hershey ‘'B”’ 






2.42 


1.59 


1.82 


1.50 


5.9 po ype business should more than offset decline in auto parts cies and earnings out- 
di = pag tyee ly d as moderately favorable. Continuance of generous ‘B” 
dividends is ted. 











‘Humble Oil.......... 







3.13 





30.0 Earnings this year are expected to show good improvement over 1940. The company’s 
crude reserve position and marketing affiliations assure further growth in earnings in keep- 
les. a8 k for the oil industry. Maintenance of $2 annual 

ividend is exp cted 











Industrial Rayon...... 









Ingersoll-Rand.........__7. 


2.27 


2.25 


10.0 While 1941 Profits may not show much variation from 1940 after heavier taxes, new 
capacity and f eman pects point to higher earnings next year. Generous 
dividends should continue. 








3.14(6) 


4.46(6) 


13.0 Earnings comparisons with preceding periods should continue favorable in view of sus- 
tained d k for d Liberal dividends are expected to con- 
tinue b of fortable financial position. 














Inland Steel 


6.07 


6.89 


14.1 ‘The earnings record of this low-cost prod is Il and indications are that a high 
level of earnings will be maintained with —_—— z: new ingot capacity. The $ 
dividend rate may not be raised 














‘Inspiration Cons. Copper 


1.15 


1.41 


10.2 Earnings prospects are id 


d favorable os @ protracted period, but dividends are 
likely to remain conservative. 








Interchemical Corp..... 


Inter. Harvester....... 





International Nickel... . 


Interlake Iron... ... ae 


Inter, Bus. Mach....... 





‘International Salt...... 





Interstate Dept. Stores. . 


10.50 
~ 4.11€e) 


2.31 





1.68 


3.26 


15.3 Earnings this year will tun run well ahead of 1940 as result sustained demand printing and 
textile inks and it work of y y. Outlook considered promising, 
continuance at least of 40-cent quarterly dividend expected. 











i) ia 


1.28(f) 


0.01 


0.91 


6.00(u) 


..© While 1941 earnings will register sharp advance, lower profit margins next year are in- 
dicated by higher labor and fuel costs. Taxes also will be restrictive. Dividend policy 
, but irregular payments seem likely to ti 














25.6 Demand from n general business and defense are increasing domestic sales, while foreign 
sales are understood to be fairly stable. Heavy taxes will hold 1941 netto around 1940. 
Continuance of $6 annual dividend plus 5 per cent in stock 


45.3 Despite higher taxes, earnings for fiscal year ended last October probably showed good 
gain, which is expected to continue during current year as result active farm and defense 
demands. More liberal dividends therefore are likely in 1942 








1.66 


2.00 





..©@ Capacity tions are indicated for some time, but operating gains will be largely or 
completely offset by rising costs and taxes impinging on fixed prices for nickel. The 
$2 dividend rate probably can be 











1.36(6) 


1.70(6) 


3.00 


15.1 Aided by direct and indirect def d d pects point to continuance increased 
sales, _Despite heavy tax liability, considerable ; advance in 1 earnings indicated for 1941. 
ial position favors probability in 194! 











~Nil(6) 


1.10(6) 


0.70 





11.0@ Saat for 1941-42 will be well ahead of fiscal year ended last January, despite heavier 





taxes. Outloo' as tely favorable and continuance at least 25-cent 
quarterly dividend expected. 
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i)—May 31; (k)—June 30; = ao 5 30. 
- 


he figure shown in par 


Tinterim earnings: 








June 30; (r)—Ju 
comments. 


31 —Sept. 30; (t)—About Oct. 5. 
(u)—Int. .. Mech: pion 5%i ace 


EARNED PER ~—— int Selec 
atest Interim imes 
COMPANY 1940* 40t 1941 Datet Dividend® COMMENT 

Jewel Tea Co,........ 2.82 1.31(p) 1.35(p) 2.40 14.9 Continued sales expansion in line with increase in consumer incomes is indicated, but 
rising costs and taxes are likely to retard, if not diminish, earnings, However, the 60- 
cent quarterly dividend is expected to continue. 

Johns-Manville Corp. . 6.35 3.72 4.97 3.00 19.5 Active demand for products in defense industries and opening economies derived from 
large a production promise to sustain earnings. appear likely to remain 
conservative. 

Kennecott Copper..... 4.05 2.29(6) 2.20(6) 3.25 10.7 Despite higher taxes, net from domestic and South American operations will show some 

this year. Liberal dividends are expected to continee. 

Kimberly-Clark Corp. 3.44 2.95 3.61 2.25 13.1 Profits this year will be moderately higher, and earnings 
basis of probable go demand various paper pad worms pone Fitcent a one 
may be warranted in 1942 

Kresge (S. S.) Co... 1.83 1.35 20.6@ Earmings may recede slightly this year due to higher taxes, but expected continuance 
of sales oo should sustain earning power in coming periods. The regular $1.20 annual 
dividend is secure. 

Kress (S. H.) & Co... .. 2.09 1.60 17.2 Higher taxes will tend to offset increases in operating income resulting from sales gains 

higher prices. The 40-cent quarterly dividend probably will be continued. 

Kroger Grocery....... 2.49 1.27(m) 1.35(m) 2.00 14.0 ja earnings this year probably will exceed 1941 41 level, and prospects point to con- 
tinued sales gains and improved profit margins, the 50-cent quarterly dividend is re- 

——— garded as secure. 

Lombert'Co........... 1.57 1.18 1.58 1.50 8.6 Good earnings gain indicated for 1941, a prospects of higher costs and taxes suggest 

a : growth, 371-cent quarterly dividend is anticipated. 

Lee Rubber & Tire. ... 3.66(c) 1.70(6) 1.68(6) 2.25 10.1 Earnings for the fiscal year a last Sake probably advanced moderately, and the 

= _ outlook is regarded as favorable. Larger dividends consequently are possible. 

Lehman Corp......... 1.25(k) 0.23(3) 0.27(3) 1.20 ..@ The favorable record of this investment management trust augurs for continuance of cap- 

== __able p and maintenance of y dividends. 

Libbey-Owens-Ford. . . 3.97 2.91 2.79 3.50 ..© The cut in sales of auto glass and absence of offeting de Cofense orders forecast reduced 
earnings at least during the medi um term. ly cannot 

aoe regarded as secure, despite ample fi 

Life Savers Corp..... 2.96 2.36 2.18 2.40 13.6 While sales probably will continue to expand moderately, demand is relatively inflexible 

and heavier taxes will therefore reduce net slightly this year, but earnings are likely to 
& well maintained in 1942. The $1.60 annual dividend rate is secure, and will be 

— supplemented by extras from time to time. 

Liggett & Myers “B"’. . 6.02 5.00 17.6®@ Despite sales stimulus derived from i i taxes will cut net con- 

i _ siderably. Continuance of $4 regular et dividend rate is expected for present. 

Link-Belt Co.......... 3.37 2.37 2.95 1.50 18.2@ Direct and indirect defense orders for ord: items, industrial machinery, chains, con- 
veying machinery, and power transmission devices will lift earnings moderately this Year, 

A eo ____and outlook is favorable. A year-end extra is ind 

Liquid Carbonic... .. 2.92(1) 1.25 11.3. While earnings advanced from $2. 21 for 1939-40 to $2.92 for the fiscal year ended last 
Sept., priorities affecting the i t soda f and y division adverse 
factor in the outlook. Dividends at $1 annual rate ole small extras are expected to 

Loew's, Inc... . 4.82(a)  -4.39(0) 3.92(0) 1.50 12.9@ Rising motion picture att d and freedom from any probable priorities restrictions 

of satisf ings by this integrated enterprise. Continuance 
ee = of liberal dividends is cted 

Loose-Wiles Biscuit... . 1.93 1.07 1.74 1.25 15.5@ Sales, especially of fancy items, are reflecting gains in consumers incomes, but higher 

ms - ___ taxes will restrict earnings gains. C of $1 annual dividend rate expected. _ 

Lorillard (P.) Co....... 1.69 1.20 ..© Despite sales gains indicated for “Old Gold" cigarettes and probable i in profit 
margins, taxes are likely to reduce net yee year. “Any ‘additional corporate taxes would 
increase tax burden. Good f 93 of $1.20 annual 

ee et Want a tae. oe ee ee mel dividend rate for present. 

Mac Andrews & Forbes 2.61 1.77 1.59 2.50 ..© Demand for licorice paste for tobacco and candy remains promising, but heavier taxes will 
_reduce net. The 50-cent quarterly | dene is expected to be continued for the present. 

Mack Trucks, Inc... .. . 3.02 1.95 4.54 3.00 11.4 Defense orders and ial d will lift sharply this year, and mainte- 

sera 25 seh - ___nance rising earnings trend expected. Higher dividends appear in prospect for 1942. 

Macy (R. H.) & Co... 2.38(f) Nil(6) 0.31(6) 2.00 11.8 Some improvement in gusts: fo for fiscal | year ending next January is expected as result 

or 4 sales volume and 2 annual dividend antici- 
—_ Se an a _ __Pate 

Marshall Field & Co... 2.47 0.90 1.07 0.70 11.4@ | d income p to sustain sales, but increased taxes will tend to 

restrict earnings, which may recede slightly this year. Another d 
: __is considered likely, raising 1941 payments to $1.30 for 1940. 

Martin (Glenn L.) Co... 4.94 3.92(6) 2.69(6) 3.00 8.6 The growing backlog of plane orders and rapid increase in output indicate substantial 

earnings ogo _ favorable earnings prospects. More liberal dividends may be 
7 a ee disbursed in 1 

Master Electric... .... 3.18 2.24 2.56 2.40 10.1 Larger hae =i substantial back! cted with def earn 

er poem this — which should be maintained in 1942. The $2. “0 Tae dividend 
— ae ee ee ee : oi rate Is OXF 

May Dept. Stores... . 4.10(f) 1.20(6) 1.70(6) 3.00 16.9 Sales prospects benefit from store locations in several defense areas, and profit margins 
should be maintained by price adjustments. Earnings increase i indicated for 1941-42 

i = eae eer ____ should be sustained during near future. Dividend is idered secure. 

McCrory Stores....... ‘2.00 "2.06(q)—.2. .21(q) 1.25 11.8 While sales gains will maintain operating 1g margins higher taxes will restrict earnings im- 
provement. Liberal di 

McGraw Electric...... 3.08 3.09(s) 3.49(s) 1.75 9.0@ Defense work will probably aie any adverse ates of priorities on electrical appliances. 

- : Serene ee <e The 50-cent quarterly dividend rate is d to continue. 
McGraw-Hill Pubj. . . . 1.52 1.11 1.42 0.75 10.0 Increased advertising outlays in the. company "s trade publications and heavier demand 
— a _from the book division are expected to continue, and may justify larger divds. in 1942. 
McLellan Stores Co... . 1.09(f) 0.99(r) 1.39(r) 0.60 12.0 ~ Higher rural income benefiting sales but taxes will restrain a improvement. Con- 
7 } a of d ds at least at 60-cent annual rate probable. 

Melville Shoe Corp... . 2.96 1.29(6) 1.38(6) 2.00 13.8@ Sales gains are expected to conti in reflection of i d income, and 
growth is indicated. The $2 annual d d rate is cted to be 

—_ era es ; I ted by an extra. 
Mid-Continent Pet... .. 1.60 1.40 1.91 1.15 15.4 Despite spite higher taxes, bo earnings will show a substantial ad an pects point 
d factors. Dividend payments are ‘iikels to remain 

- i pcg 

Mohawk Carpet Mills. . 2.91 0.93(6) 1.76(6) 2.00 8.0 Barring gov t restrictions on output of carpets and rugs, the medium term outlook 

promises maintenance of excellent showing expected this year despite taxes. Liberal 
SE SEE ee Oe en ee ee —— dividends are likely. 

Monsanto Chemical... . 4.26 2.58 3.57 3.00 28.6 Active demand from defense fabricators promises continuance of excellent sales. After 
higher taxes, Maintenance of at least 50-cent 

= Se ee ee ee ee eet oe eee ee ae ________s quarterly dividend plus year-end extras is probable. 

Montgomery Ward... . 4.14(f) 2.77 2.47 2.00 15.3 Increased industrial and rural income should sustain sales i ‘in coming months, but heavier 

a PLS) Ee ee ee eee ee Rated, eaat taxes will restrain earnings betterment. The $2 d d rate is re d as secure. 

Motor Products. ...... 1.04(k) Nil(3) 0.51(3) 0.50 ..© Outlook for nearby ‘months dimmed by cut in normal auto business, but defense orders 

ee eee i i wONS ____will assume greater imp Dividend policy therefore is uncertain. 

Motor Wheel Corp... . 2.70(k) 0.50(3) 0.57(3) 1.60 ..@ The cut in auto business will probably “gurl earings for th the current fiscal year since in- 
dicated direct and indirect def: or only partial offset. Despite ample 

—_ financial resources, continuance of $1. 60 jounenl dividend rate 
*Fiscal years ended 1940: (a)—Aug. 31; (b)—Sept. 30; (c)—Oct. 31; (e)—Nov. 30. 0. *Fiscal years ended 1941: (f)—Jan. 31; (3)—Feb. 28; (h)—Mar. 31; 


sme where indicated, all interim earnings are for the 9 months of the calendar or fiscal year. 
ths covered during the calendar or fiscal year. 
ended mid seenes (n)—52 weeks pac ot about June 1; (0)—40 seid ended about June 5; (p)—28 weeks ended about July 13. 

{Dividends paid or declared to Nov. 28. 


tinterim earnings: (m)—24 weeks 
Twelve months ended: (q)— 
Price times dividend ratios are calculated in relation to 
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Orn of the outstanding characteristics of the market 
under our arms program has been the superior perform- 
ance of medium grade and speculative preferred stocks 
as compared with that of the average common stock. 

It is argued that while directors may hesitate to raise 
common dividends in keeping with increased earnings 
because of the uncertain duration of the armament- 
induced prosperity and the rising tax burden, they will 
be inclined to use such earnings to put their financial 
houses in order and to clear preferred arrears where 
possible. Unlike interest on bonds, preferred dividends 
come after computation of the Federal income tax, but 
the brunt of the higher tax load falls directly on the 
earnings available for the common and it is here that 
dividends are most vulnerable. While the advantage of 
preferred stocks over common stocks has not gone un- 
noticed by the market, there are still a number of selected 
situations such as those outlined below which continue 
to yield a return comparable with that obtaining on 
many of the better grade common stocks and the holder 
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Five Issues for Income and Appreciation 


BY H. F. TRAVIS 


has less to worry about insofar as the effects of a further 
tax increase on future payments is concerned. More- 
over, because of the high yields and the discounts at 
which the shares are quoted in the market, these issues 
offer possibilities of price appreciation which may in 
certain instances exceed that for comparable dividend 
producing common stocks. 


National Supply Co. 6% Pr. Preferred 


A good example of the type of issue under considera- 
tion is the 6% prior preferred of the National Supply 
Co. now quoted in the market around 71. Due to cur- 
tailed oil well equipment sales following the prosperous 
year 1937 when over $26 a share was earned on this 
stock, earnings declined to below full requirements and 
dividends were cut even more drastically. While earn- 
ings last year increased from a low of $4.09 a share in 
1939 to the equivalent of $5.60, only $2.25 a share was 
paid in dividends and at the close of the year arrears 
amounted to $9.75 a share. Earnings this year have con- 
tinued the improvement already in evidence last year 
and the report for the first nine months showed the 
equivalent of $13.71 a share as compared with $3.40 in 
the like period of the preceding year. Reflecting the 
improved earnings position of the company, directors 
voted a total of $9.75 a share on the stock this year, the 
latest payment being $3.75 a share payable on Decem- 
ber 29 to stock of record December 16. After this pay- 
ment, arrears on the issue will amount to $6 a share and 
with the earnings trend as it is, it seems probable that 
there will be a further reduction in back dividends. In 
addition to improved demand for oil well supplies, the 
company is receiving a growing volume of defense busi- 
ness including such items as Diesel engines, shell forg- 
ings, gears and various airplane parts. In recent earnings 
reports, the company has allowed for increased Federal 
income taxes and, while these likely will rise further, 
indications are that the earnings margin above preferred 
requirements will continue ample. Thus the shares 
should continue to attract good investor support and 
may be expected to record worthwhile gains in a more 
favorable general market setting. 


B. F. Goodrich Co. $5 Preferred 
Priced around 72, the $5 cumulative preferred stock 
of B. F. Goodrich Co. offers appeal mainly for the well 


secured 7% yield, although at current prices the shares 


THE MAGAZINE OF WALL STREET 








oO sp 


wee fp &”’ f° 


oS 66 


—S works 


e 


— 








ther 
ore- 
; at 
sues 
in 
end 


the 


ors 


1 
es 








also have have the added attraction of worth- 
while price appreciation possibilities in an im- 
proved market situation. Unlike the National 
Suppy issue, there are no arrears now due holders 
of this stock since the small accrual of $1.25 a 
share created in 1938 was cleared in the following 
year and subsequently earnings in each year 
have exceeded full requirements by wide mar- 
gins. While in 1940 the company earned the 
equivalent of $14.86 a share on the 412,031 shares 
of the preferred stock outstanding the margin of 
protection has since widened perceptibly and for 
the first six months of the current year over $16 
a share was reported as against only $3.31 for 
the like period of last year. Sales volume in- 
creased 45% over a year earlier due to the rising 
demand for mechanical rubber goods in which 
field the company occupies a leading position. 
Defense orders bulked heavily in the total and 
for this reason the effects of priorities are ex- 
pected to be minimiezd over the period ahead. 
Finances are in good shape and with earnings likely to 
continue well above preferred requirements, uninter- 
rupted payments on the senior equity appear assured 
at least for the foreseeable future. Certainly the past 
earnings record coupled with the present outlook would 
seem to warrant a constructive attitude toward the 
shares at current levels for both the liberal return and 
price improvement over a reasonable period. 


Allied Store Corp. $5 Preferred 


Another preferred stock offering appeal to the income 
minded is the cumulative $5 issue of Allied Stores Corp. 
outstanding in the amount of 227,500 shares and quoted 
in the market around 84 to yield 6%. These shares 
have an unbroken dividend record and while the business 
has fluctuated rather widely in recent years, earnings 
protection for preferred payments has been at a satis- 
factory rate. For the most part the 60 odd subsidiary 
operated stores are located in industrial cities where 
payroll increases have been most pronounced and this 
naturally has had a favorable effect upon earnings 
recently. In the report covering the first seven months 
of the fiscal year ending on Jan. 31, next, the company 
showed earnings equal to $6.36 a preferred share as com- 
pared with $1.99 a year earlier. In the last fiscal year 
earnings amounted to $17.57 a share which represented 
an advance over the 1938-39 fiscal period when the 
equivalent of $9.63 was shown. Present indications are 
that the earnings report for the current fiscal year will 
show preferred requirements covered by the widest mar- 
gin in the company’s history. Increased taxes and 
higher operating costs present a problem in common with 
other businesses, but increased volumes together with 
higher mark-ups indicate earnings will be well maintained. 


American Locomotive $7 Preferred 


Since the advent of our arms program, the long de- 
pressed locomotive manufacturers have been making 
rapid progress earningswise and in this improved trade 
position American Locomotive has participated fully. 
Dividends have been paid in irregular amounts for a 
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number of years with the result that arrears on the 351,- 
961 shares of $7 preferred now total $42.75 a share. 
Earnings on the shares in the first six months of the 
current year amounted to $6.08 a share as compared with 
$3.35 a share earned in the same period of last year. 
In reflection of the improved earnings position of the 
company, dividends currently are being paid at the full 
$7 annual rate which means a return of better than 8% 
to the holder of the stock at present levels of around 86. 
Considering the fact that the common stock cannot share 
in the earnings improvement until the arrears on the 
senior equity have been cleared these shares offer an ad- 
ditional appeal for the future. Unfilled orders on the 
company’s books are in excess of $200 million and as de- 
liveries on both defense and locomotive lines increase, 
substantial additions to the cash account are indicated. 
That may well focus the attention of directors on the 
question of preferred arrears sooner than generally antici- 
pated. The company owns a 35% stock interest in Gen- 
eral Steel Castings Corp. and this company also is show- 
ing sharp earnings gains and improvement in its finances. 


American Bank Note Co. $3 Preferred 


With earnings showing strong recuperative power 
since 1939, American Bank Note’s non-callable $3 cumu- 
lative preferred continues low in relation to average 
prices of recent years, with the return at present prices 
of 45 being better than 6.5%. The company is a leading 
engraver of stock and bond certificates, although it also 
produces currencies and postage stamps for foreign gov- 
ernments as well as engaging in lithography and en- 
graving for commercial purposes. Domestic operations 
have been restricted in recent years by the dearth of new 
stock and bond flotations, but only in 1938 and 1939 did 
earnings fail to cover preferred dividends. Since that 
time the trend has again turned upward and in the first 
six months of this year earnings equaled $6.61 a share, as 
compared with $2.62 a share in the like period of last 
year. Indications are that earnings will continue well 
above preferred requirements at least over the interme- 
diate term and in our opinion the attractive income re- 
turn should result in price appreciation. 
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Balanced Investment Programs 


For Satety Today 


BY J.S. WILLIAMS 





y writer was recently asked by a successful mid- 
Western businessman what he considered the best in- 
vestment today. This investor went on to explain that 
he was convinced that the current pessimism reflected 
in the stock market was very much overdone, but at the 
same time he was compelled to admit that in the face 
of so many uncertainties in the outlook he hesitated to 
buck the tide and take the initiative. What would I 
suggest? 

Convinced that this was typical of the attitude of 
investors everywhere, I have used his question as a 
timely peg upon which to hang this discussion. 

In the first place it would be fatuous to 





belittle the uncertainties which confront ! UTP LeeRLPoeLCCLOGLeeecc eee eee | 

us on virtually all sides today. They attain = Investment Program for $5,000 

really formidable proportions when we sit = 
down and contemplate them, and the myriad Bonds 
of implications which they involve. Any at- = A na Recent Yield _ 1941 

° ; F = rice Price % Price Range 

tempt to rationalize the outcome of the war = Issue High Low 
and the ensuing events in the post-war years 2 1 M Columbia Gas & Electric 

l . calsber De d ° ee SS) Aone 103 102% 4.88 106 -10034 
almost Invariably bogs down in a verita He 4M) Losbville & (Neinville 

maze of “ifs” and “buts.” Granted all of this, = 4Y¥o0, 2008..........--05- 105 % 4.70 101 - 941 
nevertheless the fact remains that the matter = ; ; Preferred Stocks 
of continuous and dependable investment in- 2 1° Shs Firestone Tire & Rubber 

: 4 : 2 | Een 105 101 5.94 105 -101 

—. is extremely vital to many Investors. = 10 shs. Pure Oil 5%........... 105 95 5.26 95th- 8354 
There is, of course, a minority of investors ieee Ute 

who can easily subscribe to a “when in doubt, = — 25shs, Amer. Cyanamid($2.10)* .... 38 5.50 42%- 31 

ino” a . . = RUN REI DINN oi 0 51050555 Gicls erste hawrarsionare sits einaiegs oeistned $4,990 = 

do nothing policy keep their funds in cash = eR ate Arann sco waraniatarc ta ralorwlavas a ais einiaraleme oo eateries $257.50 E 
or Government bonds, while waiting to see Diabet ois Oo aia eA ee Beem? : 5.16 
what happens. But they are distinctly a “includes $1.50 paid in preferred stock. 

minority. The majority not only like to see = youn 


might just as well spend his capital now while he has it. 

The weakness of such a premise is obvious. There is 
absolutely no need for an investor to adopt a “heads or 
tails” policy. For one thing, it is almost certain that 
many of the dire events predicted for the future will 
never occur. This is not a pollyanna statement, as 
everyone will agree if they will only stop and think back 
a few short years. Remember 1932? What the investor 
needs now is a little intestinal fortitude. Let him con- 
sider his English cousin. British investors, despite the 
fact that they are literally right under Hitler’s guns, 
continue to invest their funds in the securities of British 
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their money at work for them, earning divi- 

dends and interest, their money must work for them. 
A laborer, a mechanic, a salesman or a clerk, with a 
family dependent upon on him holds down the best job 
available to him. He can’t afford to quit. Neither can 
many investors afford to permit their capital to lie idle— 
unless they prefer to accept the alternative of spending 
it. 

What then is the best policy for our Western business 
man, and thousands of others like him? I might make 
what ultimately might turn out to be a good guess and 
tell him to buy ABC shares and to stick with them 
through thick and thin, come what may. I might argue 
that if ABC company does not survive the uncertainties 
which now plague us, then no company will and if it is 
agreed that such a drastic contingency is possible one 
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corporations—not as a patriotic gesture but as a prac- 
tical matter of keeping their capital at work. 

To come back to the question as to what is the best 
investment today, this can be answered most effectively 
by the statement that the balanced investment is the 
best investment today. Balance in an investment port- 
folio is not necessarily diversification, it implies the dis- 
tribution of funds between various classes of securities. 
And if safety is the prime consideration, the investor 
should make no compromise with quality in his choice 
of securities in each classification. 

In the present setting there is scant justification for 
planning an “all out” investment program. Some in- 
vestors are worried about inflation, others about higher 
taxes, profit restrictions, Government control, etc. But 
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to a considerable degree the present is largely a dead- 
center situation, at least insofar as the United States is 
concerned. We are threatened with war, but we are not 
yet an active belligerent. Taxes will be higher, but all 
profits will not be confiscated. Price inflation has al- 
rady occurred and will probably progress further, but 
there is no basis for assuming that it will attain serious 
proportions. Government control of all business and 
industry on an increasingly larger scale is feared by many 
investors, but their fears are out of all proportion to the 
evidence and facts. 

It is quite possible that over the next twelve months 
sme of these factors will become more intense, while 
others will subside. The point is that in recognition of 
sich a possibility, investors still are without the sub- 
stance to support a straight line investment program 
to hedge against inflation, to acquire a large stake in 
“war babies,” to anticipate a sharp increase in interest 
rates, or in fact any other single contingency. 

The best and most effective program seems likely to 
prove to be one which allows for all of these contingen- 
ces. The actual choice of the most suitable 
security mediums is not necessarily as difficult 
as it might appear offhand. As a matter of 
fact, if the investor measures his choice of 
issues by the yardstick of quality, he is not 





ggg ti0e00 02000000 A0UNEULASGA YS TASEARERE aA iH TUTTLE LOLOL “ at variance with the policy of emphasizing 
E uality, i uld be explai hat such is- 
Investment Program for $15,000 g quality, it should be explamed that such 
sues are not necessarily risky speculations 
Bonds = and their lower rating is likely to be reflected 
a ee 636 _—— = more conspicuously in the degree of price 
Price Price % Price Range = a 2 , 
ne High Low | fluctuation rather than in recurring doubts 
M Continental Gas & Elec. 5s, og i : ae 
$04 Continentel Ges & Elec. Se, a — oe 09% 22 88 to the security of interest and dividend 
@M Great No. Rwy. 514s,1952.. NC 101% 5.40 108%- 99% = payments. And if price fluctuations are to 
2M United Drug 5s,1953..... 103 95 5.26 95 - 82% be mitigated, bond commitments might be 
Preferred Stocks = effectively spread between long term issues 
50 shs. annie ae wen $3. = “s 6.50 ig a = and those maturing over the next five to ten 
a 5 aaa ilies, years. The earlier maturity of the latter 
Common Stocks group tend to impart a relatively greater de- 
25 shs. General Mills ($4.00)... oee 84 4.76 91 - 78% a f ° tabilit 
50 shs. S. H. Kress ($1.60). .... Fe 28 5.70 28Hp- 221/y gree Of price stability. : 
95 shs. Texas Corp. ($2.50)..... 45 5.56 46 - 3416 The point to be remembered is that an in- 
NN nye Mite dae pu Timeees $15,085 vestor concerned with keeping his capital 
anon ‘coche wuld metab iii acla k Aa —_ productively employed, can afford to disre- 
0 openlist dil taste ‘ gard market fluctuations which affect all 
adie 2 securities. A sharp decline in a specific issue 


however, is often a warning and should be 
regarded as such. 

When approaching the choice of common stocks in 
the present setting, it would be well to bear in mind that 
every company, regardless of how far it may appear 
removed from the actual defense effort, will be affected 
to a greater or lesser degree. This is because the arma- 
ment program has now become the dominant factor in 
our industrial economy. But rather than attempt to 
cash in on the prospective large earnings of those com- 
panies in the van of the defense program, particularly 
as such earnings may prove largely illusionary, the more 
conservative choice would be common stocks of com- 
panies which, in addition to an impressive record of past 
dividends, are sharing in the increase purchasing power 
of the country and which would not find the transition 
to either a full war economy or a post-war economy too 
difficult. 

The author has on numerous occasions in the past dis- 
cussed common stocks which have an unbroken record 
of dividend payments dating back fifteen, twenty and 
twenty-five years. Such a record is a hallmark of quality 
and supports the assumption (Please turn to page 282) 
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BUSINESS: American Cyanamid Co. is the development of a com- 
pany started at the beginning of the century as a manufacturer of 
agricultural chemicals. Through a continued program of intense re- 
search, Cyanamid has become one of the most diversified of American 
chemical manufacturers although most of its numerous products stem 
from its original raw material, calcium cyanamid. Among the newer 
and most useful products made by American Cyanamid are the sulfa- 
pyridine, sulfanilamide, sulfa-thiazole and sulfa-guanidine groups. These 
chemicals all have therapeutic values of high degree and the last named 
is a new development that i is thought to be as effective against dysen- 
tery—and perhaps even Asiatic cholera—as are the first two sub- 
stances—remedies for pneumonia, etc. All of them are of great use 
to the armed forces of this country. Other chemicals are made for 
synthetic rubbers, explosives, plastics and many other purposes. Con- 
trolled Lederle Laboratories makes a line of vaccines and vitamin 
products of high repute. Fertilizers are no longer important to the 
company. 

FINANCIAL POSITION: As compared with du Pont or Union Car- 
bide, American Cyanamid is relatively small. But, in proportion to its 
size, its financial position compares favorably with the largest com- 
panies in the industry. At the date of the latest balance sheet, total 
current assets of nearly $46,000,000 were better than 3.5 times greater 
than total current liabilities. Of the total current assets, more than 
30 per cent was in cash while the largest current liability was accounts 
payable of about $8,300,000 which was, however, almost completely 
offset by accounts receivable. An inventory of $21,360,000 was not 
unduly high. There were no bank loans but $11,648,000 of debentures 
and about 855,000 shares of various preferred stocks preceded the 
65,943 shares of "A' and 2,552,421 shares of "B' common stock. 
OUTLOOK: American Cyanamid has grown rapidly since its formation 
and continues to expand both the number of its products and their 
production. Many of the products are unique and all of them hold 
much promise both for the present as well as the future. 


MARKET ACTION: American Market Cyanamid’s 
Cronanlé Co. Average moves in rel, to av. 
‘37 high to '38 low........ 31% decline 64% decline 2 narrower 
"38 low to '38 high........ 95% advance 76% advance wider 
‘38 high to '39 oe 39% decline 34% decline 40 wider 
39 ve to '39 high........ 34%, advance 44% qoreaee 113% wider 
*39 high to '40 ce... : 245, decline 45% po ed narrower 
*40 low to ‘40 high. 34, advance 67% advance $0 fo narrower 


Average volatility on 6 moves 7% greater than the M. W. S. index of 290 common 


stocks, 
COMMENT: Recent price 38!/, "B." Earnings for 1940 should be 
approximately $2.75 a share of combined "A" and "B" stocks. 


Long-Term Record 





Total Net so ? 
t 1 et per Divi- Price 
Year (millions) (millions)  ~ x dends x Range (B 
| Se $6.5 $2. $0.99 $0.25 2214-1458 
ae 8.5 4.1 1.61 0.55 0 15 
9.8 4.5 1.77 1.00 404-29 '/s 
ee 11.4 5.3 2.07 1.60 37-17% 
Sees 8.6 2.5 0.91 0.45 3014-1 3% 
EE cin alee 6: 12.3 5.5 2.07 1.60 3534-185 
opap...... : 17.6 6.6 2.44 2.10 3974-26 
1941 (Est.).... 2.75 *0.60 423/431 
x—Both classes of stock. (B)—Class B. *—To date. 
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BUSINESS: Celanese Corp. has long been the leading manufacturer 
of cellulose acetate rayon but in more recent times has also been 
strongly developing a large plastics business. An important step in 
plastics is completing control of Celluloid Corp., started early this 
year. A court decision overcoming the objection of minority stock- 
holders to the merger is expected shortly. Control of Celluloid Corp, 
will give Celanese a total of some 25,000 applications of its plastics, 
One product, acrylic, is quite similar to du Pont's “lucite used exten- 
sively for airplane windows, etc. Celanese yarn is being produced in 
record quantities. Some of the textile material is being used in defense, 
a sizable proportion is being converted into yarn to make heavy duty 
automobile tires but the greatest part is still being used for dress and 
decorative fabrics in which field it is being ably assisted by the almost 
non-existence of natural silk for any thing but military use. Costs have 
risen but they have partially been offset by advances in yarn prices. 


FINANCIAL POSITION: Had it not been for the latest Federal 
taxes, Celanese Corp.'s income for the first nine months of this year 
would have been at a new high record. However, because of the 
necessity of providing reserves of some $5,325,000 for taxes as com- 
pared with only $3,506,765 for the same period of 1940, net income 
was equal to about $2.80 a share of common stock or moderately lower 
than a year ago. Nevertheless, it is expected that the good fourth 
quarter contributed sufficiently to net income to maintain earnings 
for the year at least at last year's levels. The financial position is 
strong. The latest balance sheet showed a current asset ratio of about 
5 to | and cash, alone, of nearly $30,000,000. There were at that time, 
about $5,000,000 of bank loans of which $1,000,000 was short term 
and has probably since been liquidated. A $25,000,000 debenture 
issue and about 313,000 shares of preferred stocks were ahead of 
the 1,112,788 shares of common stock outstanding. 


OUTLOOK: Rayon and plastics will play an increasingly important 
part in present and post war times. 








MARKET ACTION: i Market Celanese moves 
Average in rel. to avge. 
'37 high to '38 low........ bs. "decline 64% decline 21% wider 
*38 low to '38 high........ 16% ad 184% wider 
38 high to '39 low........ 49%) de decline 34% decline 44% wider 
39 fow to '39 high........ 22 yr d 177% wider 
'39 high to '40 iow Beenie 33% decline —, 27% narrowe! 


Reaielsine 117% advance 41 15% wider 
- Avenes voiceiity on 6 moves 69% greater than the . We s. Index of 290 common 
jozks, 
COMMENT: Recent price 2234. Completion of the Celluloid merger 
should have an important effect upon the operations of the company. 


Long-Term Record 


Net Sales Netincome Net per Divi- Me 
Year (millions) (millions) Share dends 
re NF $3.2 $1.25 sree saith 
MASS chose wes NF 4. 1.99 ae 353-19 
a $30.9 4.4 2.25 $1.50 321/4-21% 
. Se 34.0 4.5 2.04 2.25 Pi ag 
ae 28.7 2.5 0.26 Dee %- 
1939. 5 35.5 6.4 3.67 0.50 Hoes 
5 aoe ene 44.5 6.4 i a - 
1941 (Est.). 3.8 *2.00 aot 


.80 
NF—Not available. -+-—Plus stock. *—To date. 
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Extra Help For 1942... 






Our Christmas Gift To You 


“To Make Money Today” . . . the most important-to-you book of the 


year. Together with The Magazine of Wall Street, it will give you a 














common-sense basis for arriving at sound decisions in the proper + 
handling of your investments in the crucial year ahead. 





NOT FOR SALE 
(Value $2.50) 








A Personal, Private-Edition Copy of the Timely Authoritative New Book 


TO MAKE MONEY TODAY 


By A. T. MILLER, Investment Authority 


Now and throughout the momentous year ahead, this book will be your most practical investment aid— 
one to which you will refer continuously and depend upon for sound guidance as the pattern of our war 
economy unfolds. It is designed to provide you with that extra help so vital to your investment success un- 


der today’s difficult conditions. 


iT WiLL TELL YOU: 
What to Consider Now; Throughout 1942 


...-General Strategy and Tactics to Enable You to Ride 
With the Tide. 


How to Decide What Action to Take 


... You Are Your First Investment Problem. 


(a)—A new and original method for arriving at conclu- 
sions based on (1) your temperament, (2) your ex- 
perience, (3) your background, (4) your economic 


status, (5) your requirements. 


(b)—If you are “psychologically” adapted to be an in- 


vestor, a speculator, or a semi-investor. 


(c)—Whether your resources require a common-sense 


rather than a “psychological” handling. 


This book will serve you well in these critical days 


To Assist You Further— 
.-»How to Determine Whether Your Holdings, Diversifi- 
cation and Balance Suit Your Needs. 
.-. How to Follow a Strategic Semi-Investment Course. 
..»How to Plan and Carry on a Sound Investment Pro- 
gram, 


3. Fitting Selections to Your Needs 

.. Suggests Types of Securities and Weighs Their Merits 
Under Today’s Conditions. 

(a)—For Investment—For Profit and Income—For Specu- 
lation—For Short Term—For Longer Term. 

(b)—Points Out Securities Rating High Because of Sound 
Labor Position ... Well Founded Economic Outlook 
. . . Dynamic Issues That Suit the Times .. . Post- 
War Opportunities. 

(c)—Presents Rounded Portfolios to Meet Individual 
Requirements. 


. enable you to think out your own problems . . . give 


you the benefit of our expert judgment. We consider it one of the finest we have ever published . . . one 


of. the most practical. 


To be sure of receiving a copy, send your order today as we are printing only a limited edition. 





eal oor Plus... 









For Christmas 

“To Make The Magesine 
” of 

Money Today Plus Wall Street 


By A. T. Miller 


The combination supplying you with the = 
necessary for sound and judicious action in ; 




































‘“ > | j ™ ; > | 
THE IDEAL GIFT 
To Yourself, Father. Son, Friends and Business Associates 


The gift that lasts forever and can never be taken away is knowledge and superior judgment. More 
than ever will they be essential as a basis for decision in kaleidoscopic 1942. 





Because of its broad scope, its authoritative character, its sound, common sense, no Christmas gift you 
can give this year will provide greater service and compliment the recipient more than The Magazine 
of Wall Street. It will express your esteem and interest . . . and 26 times throughout the coming year 
he will be reminded of your thoughtfulness. He will turn to the Magazine with satisfaction at first 
... and then with eagerness . . . because he will gain an insight into the nation’s business which he 
never believed he could acquire so easily. 


. eit “Like the Breath of Life on 
Enter Your Gift Subscriptions Now ... For Ezekiel’s Valley of Bones .. .” 


Your Business Associates and Friends— who will appreciate 
being put in touch with a source which so reliably interprets 
the basic forces dominating industry today. It will form a 
bond of interest and discussion during the vital months to 
come. 


Your Executives and Employees— who will acquire a better 
understanding of the vast changes taking place in this 
country and throughout the world. It will develop their 
judgment. 


Your Son and Daughter —to give them the perspective they need 
to solve their financial problems in practical life, today and 
tomorrow. 





Yourself — because each issue brings you ideas you can use and 


adapt to your own problems—because it is an investment John J. Chalmers of New York writes us: 
guide of inestimable accuracy, value and scope, regardless ee a rn 
of price. subscription. I have been a reader of The 


Magazine of Wall Street for many years. 

. While I am not in the market now, never- 

Secure This Valuable Book eee FREE theless I continue to read your magazine. 
Facts and figures to me are like Ezekiel’s 


Valley of Bones, the dry and dusty skele- 
tons of the real thing. It remains for your 


Mail the coupon below with your remittance today. Your gift 
subscription will start with our Christmas issue. In addition, 


you will receive a private-edition copy of our important new magazine more than any other to breathe 
book “To Make Money Today” (described on reverse side of this life into these dry bones. 

page) immediately on publication. Your gift subscription also “I think your Magazine should be read to 
includes confidential inquiry privileges—FREE. know what is going on in front of our 


eyes, and what goes on behind the scenes. 
Best wishes for your continued success.” 


—-_=—-— — — — Mail This Special Gift Order Today — —- — — — 


The Magazine of Wal Street, 90 Broad Street, New York, N. Y. 


C1 I enclose $7.50—enter (or extend) my own personal subscription to The 
Magazine of Wall Street for one year (26 issues) .. . including Confiden- 
tial Inquiry Privileges . . . and a FREE copy of “TO MAKE MONEY 
TODAY” (value $2.50). 


—eee Lost Chan 


1. The Magazine of Wall Street 
for 1 year (26 issues) ...$7.50 


POU IRRS ete ces seen ch cece scar te cme crc a cy Maem Sessa eet ea rs Aint Pee greece —Including Confidential Inquiry 
Service by personally dictated let- 
So ea Le OTe eee ee nO er ee er ee MI-12-13 ter... without additional charge. 


DOI enclose $7.50 each for the attached Christmas Subscriptions on which 
Gift Cards are to be mailed. 


(Add $1.00 for Canadian and Foreign Subscriptions) 


2. Our Valuable New Book “To 
Make Money Today”...Free. 


For §7.50 





This one-year combination offer at the special price of 
important $7.50 is good to Dec. 31 only (saving you $5). On Jan. 1, 
the price of the Magazine alone will be $10 a year. 


wae Offer Expires December 31=—— 
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BUSINESS: Texas Company is one of the largest producers, refiners 
and marketers of petroleum and its products. Its interests are world 
wide and it ranks with such gigantic organizations as Socony-Vacuum 
and Standard Oil Co. of New Jersey in the volume and scope of its 
activities. While the company itself is actually a holding company, 
its subsidiaries are mostly wholly owned while other interests are 
shared with the largest companies in the industry in various propor- 
tions. Domestic crude reserves—both producing and in prospect— 
totalled more than 7,500,000 acres at the close of 1940. Most of 
this acreage was held under lease. Subsidiaries had no production 
capacity although they owned some 2,252,679 acres in fee or lease- 
hold. European properties were carried at a depreciated value of 
$19,289,749 but against this total was a reserve of $7,000,000. Non- 
European properties were valued at nearly $28,000,000 and were lo- 
cated principally in South and Central America. 


FINANCIAL POSITION: Of the $185,440,592 in current assets re- 
ported at the 1940 year end, $65,336,676 was in cash and alone ex- 
ceeded the total current debt of $61,208,966 by a more than com- 
fortable margin. The long term debt was shown at $111,834,697 and 
thus total current assets at that time were greater than the total of 
both the current and long term obligations then outstanding. Earnings 
during the first 9 months of this year showed a better than average 
ain as compared with the entire industry. After making provisions 
> all taxes under the 1941 amended revenue bill, Texas Co. reported 
net income of $40,063,433 as compared with $33,692,712 for the same 
period of 1940. Earnings per share were $3.68 and $3.10 for the 
respective years. The name of the organization has recently been 
changed from Texas Corp. to Texas Company although the major 
result is only the accomplishment of certain economies and increased 
efficiency through the elimination of duplications. 


OUTLOOK: As one of the largest of the giant petroleum organiza- 
tions, Texas Co. will obtain its full share of current and future busi- 
ness. Continued efficiency of operations give promise of operating 
profits on a par with the best years of the past. 


MARKET ACTION: Texas Market Texas Company’s 
Company Average moves in rel. to av. 

‘37 high to '38 low......... 50% decline 64% decline 22% narrower 

'38 low to '38 high......... 52% advance 16% advance 46% narrower 

‘38 high to '39 low......... 34% decline 34% decline Even 

‘39 low to '39 high......... 56% advance 44% advance 27% wider 

‘39 high to '40 low......... 35% decline 45% decline 22% narrower 

‘40 low to '40 4 Bite cionicres 44% advance 67% advance 34% narrower 
Average volatility on 6 moves 16% Tess than the M, W. S. index of 290 common stocks 


COMMENT: Recent price 45//4,. The recent change in name involves 
only an eventual exchange of old common stock certificates for new 
ones. 

Long-Term Record 


NetIincome Net per Divi- Price 


Net Sales 
Year (millions) (millions) Share dends Range 
ere $268. $5.5 $0.59 $1.00 2934-1958 
ae é 295.3 17.1 1.83 1.00 3014-16) 
1096. .... . 332.8 38.3 4.09 1.50 5514-28 
; 370.7 54.6 5.02 2.25 65% 3435/4 
1938...... 342.5 23.1 2.13 2.00 49: ie-32 fg 
1939 359.1 32.9 3.02 2.00 50% -321% 
ae Pe 342.8 31.5 2.90 2.00 47 33 
1941 (Est.).... ea wae 4.00 *2.00 *46 -3414 
—To date. 
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BUSINESS: Endicott Johnson Corp. is the second largest manufacturer 
of foot-wear in this country. The shoes are made in all suitable ma- 
terials, including rubber as well as leather and are sold in the low 
to medium price ranges. The great mail order h are g the 
largest customers for these shoes and Endicott Johnson maintains 
approximately 500 retail outlets of its own further to assist in their 
distribution. The company is completely integrated, making its own 
leather and accessories as well as the shoes themselves. Business has 
been materially aided by the rising income of the main group of 
the population who purchase foot-wear such as is made by this com- 
pany and, in addition, the elimination of competition from abroad 
has further improved sales prospects. 

FINANCIAL POSITION: Despite the fact that it is customary in the 
trade to finance inventories through the use of bank loans, Endicott 
Johnson has maintained a strong financial position. At the close of the 
most recent fiscal period, there were bank loans of $2,750,000 but they 
were more than offset by cash items which amounted to some $3,189,- 
000. Inventories of about $19,400,000 were moderately lower than 
those of a year before. The net asset ratio was better than 6 to 1. 
There is no funded debt and the currently outstanding 405,360 shares 
of common stock are junior to only 73,060 shares of preferred. The 
company's earnings record is also notable. The present set-up was 
formed in 1919 and since that time the company has never operated 
at a loss. In the same period of time, dividends have continuously 
been paid although the amount of each distribution has not been the 
same in all instances. Stock dividends were also paid in 1920 and 1923. 


OUTLOOK: As a specialist in the making of low and medium priced 
shoes for street and work wear, the products of this company appeal 
to the widest cross section of the population. Likewise, most of the 
low priced shoes sold by mail order houses and similar outlets were 
once imported from Czecho-Slovakia and as such are no longer avail- 
able, thus opening further markets to the company. 








MARKET ACTION: Endicott Market Endicott's moves 
lohnson Corp. Average in rel. to avge. 

37 high to '38 low......... 45% decline 64% decline 29% narrower 
*38 low to '38 high....... re 39% advance 16% advance 48% narrower 
"38 high to '39 low......... 28% decline 34% decline 11% narrower 
*39 low to '39 high.. ne 10% advance 44% advance 59% wider 

‘39 high to '40 low.. , 36% decline 45% decline 20% narrower 
"40 low to '40 high......... 31 % advance 67% advance 53% narrower 


‘ Uae volatility on 6 moves 20% narrower than the M. W. S. index of 290 common 
jocks, 

COMMENT: Recent price 42. Higher material and labor costs will 
not greatly affect shoe demand because the low levels at which they 
are customarily sold will still be in reach of consumers despite moderate 
increases in retail prices. 


Long-Term Record 
Net Sales NetIincome Net per Divi- Price 


Year (millions) (millions) Share dends Range 
1934(N)...... $56.2 $2. $4.3 3.00 3 45 

ees 58.3 2.1 4.21 3.00 66 ~52 
\: ee 61.6 2.0 3.92 3.00 69 -53 
NE is.es Sc 67.1 1.5 2.85 3.00 =33 
| ere 51.7 9 1.21 3.00 4514-33 
... Jee 53.5 1.6 3.07 3.00 55 -32%4 
.. eee 57.6 1.7 3.20 3.00 4 -35 
1941 (Est.).... aa ane 5.00 *3.00 *4714-39% 

*— To date. (N)—Year ends November 30. 


Vhumbrad Stock Hprprruaicef 














GENERAL MOTORS CORP. 





Price Range 


1940 1941 


* 
e 
i 
s 
= 
uv 
uv 
rs 
] 
ao 
3 
° 
= 
- 














BUSINESS: General Motors Corp. is the world's largest manufacturer 
of automobiles and in addition makes many other peace-time and 
war-time products. Among the materials made for peace time con- 
sumption are the "Frigidaire" automatic refrigerator, Diesel engines, 
aircraft parts and accessories, various items of household equipment 
and automobile trucks as well as passenger automobiles in every price 
range. Currently, however, most of the company's efforts are being 
devoted to defense materials which include the well known Allison 
liquid cooled aviation engine, machine guns, tanks and specially de- 
signed military automobile trucks and vehicles. Diesel engines and 
other peace time products are also being adapted to military or 
defense needs. The transition from a peace time to military economy 
has had some effects upon the company's operations but over the 
longer term it is expected that military orders will more than absorb 
the slack left by declining civilian business. 


FINANCIAL POSITION: General Motors’ financial position has long 
been as strong as possibly could be desired. At the close of last 
September, cash items of $417,563,213 closely approximated the entire 
near term debt. The capital structure consists of 1,875,366 shares of 
$5 preferred stock and 43,500,000 shares of common. A large part of 
the common stock is held by du Pont de Nemours. Net sales in the 
first nine months of this year reached nearly $2,000,000,000 and were 
more than $600,000,000 greater than in the same period of a year 
ago. Income taxes of $83,717,000 for the same 9 months were only 
about $31,000,000 greater than a year ago but excess profits taxes 
added another $122,276,000 to the tax burden. However, despite that 
heavy additional outlay, net earnings for the period were $3.56 a 
share as compared with $2.83 a share a year ago. 


OUTLOOK: After the emergency has subsided there will probably 
be a heavy demand for new automotive equipment and in addition 
there will be considerable need for the many items of household equip- 
ment manufactured by the company. There is also the prospect that 
for some time to come, there will be a well maintained armament 
industry in this country. 


MARKET ACTION: General Market Gen'l Motor's 
otors Average moves in rel. to av. 

"37 high to '38 low......... 63% decline 64% decline 1% narrower 

"38 low to '38 high......... 111% advance 76% advance 45% wider 

*38 high to '39 low......... 32% decline 34% decline 6% narrower 

*39 low to "39 high......... 56% advance 44% advance 18% wider 


*39 high to '40 low......... 45% decline 24% narrower 


34% decline 
*40 low to '40 high......... 51% advance 67% advance 23% narrower 
Zaenee volatility on 6 moves 2% greater than the M. W. S, index of 290 common 
stocks. 


COMMENT: Recent price 37. Expansion of production facilities 
indicates a continued uptrend in gross income. 


Long-Term Record 








Net Sales NetIncome Net per Divi- Price 

Year (millions) (millions) Share dends Range 
ey. 862.7 $94.9 $2.00 $1.50 42-24% 
1 Rae 1,155.6 167.4 3.70 2.25 5959-26 
RS 1,439.3 238.7 5.35 4.50 77-53% 
Sa 1,606.8 196.7 4.39 3.75 701-28 
ae 1,067.0 102.3 2.17 1.50 53%-25% 
1939......... 1,376.8 183.4 4.04 3.50 5634-364 
oS aS 1,794.9 195.7 4.32 3.75 5634-3714 
194 ioe ee 5.50 *3,75 *4810-351/, 








1 (Est.).... 
*—To date. 
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NATIONAL DISTILLERS PRODUCTS CORP. 
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BUSINESS: During the period of Prohibition, National Distillers— 
under previous corporate names as well as its present one—had a 
varied career which involved many interests in addition to the manu- 
facture of whisky. Since the repeal of the Act, however, the company 
has been concentrating its efforts in the potable spirits field and now 
is the leading distiller of alcoholic beverages in this country. Among 
the several popular brand names are found such well known ones as 
Old Overholt, Mount Vernon, Sunny Brook, Gilbey's Gin and de Kuyper 
cordials. The acquisition of small distilleries has expanded the produc- 
tion capacity of the parent company or, if the acquired facilities are 
not used, furnishes additional well known brand names of importance 
from a standpoint of increased sales. Although National Distillers 
has been uninterested in the production of commercial alcohol up 
until now, the strong demand for this commodity by defense materials 
manufacturers should afford another outlet for the company’s produc- 
tion capacity. 


FINANCIAL POSITION: One of the greatest assets of any distiller 
is the inventory on hand. At the date of the latest balance sheet, 
National Distillers’ inventory amounted to $36,278,236, thus indicating 
a large stere of liquors made at less than current production costs 
and therefore assuring satisfactory profit margins at current selling 
prices for the products. Bank loans—used most often to finance inven- 
tories—were low at $1,750,000 and cash items on the same date were 
more than ample to cover the entire bank debt if needed. Increased 
excise taxes have been passed on to the consumer but higher corporate 
taxes have been hard on earnings. However, in the first 9 months of 
1941, business was sufficiently good to permit the showing of earnings 
of $1.87 a share of common stock as compared with $1.56 a year ago. 


OUTLOOK: Higher materials costs are tempered by the fact that 
most of the sales are currently coming from inventories laid down 
some 4 years ago. If production capacity is further devoted to the 
manufacture of commercial alcohol instead of liquor, the higher costs 
can immediately be passed on to the consumer. 





MARKET ACTION: _ National Market National Distillers 
Dist. Prod. Corp. Average moves in rel. to av. 
‘37 high to '38 low......... 51% decline 64% decline 11% narrower 
‘38 low to '38 high......... 73% advance 76% advance 4% natrowet 
‘38 high to '39 low......... 33% decline 34% decline 3% narrower 
39 low to "39 high......... 41 dy 44% advance narrower 
'39 high to ‘40 low... 40% decline 45% decline 11% narrower 


ah 58% advance 67% advance 13% narrower 
Average volatility on 6 moves 8% less than the M. W. S. index of 290 common stocks 


COMMENT: Recent price 24!/g. There is little probability of another 
Prohibition Act growing out of the current emergency. 


Long-Term Record 


Net Sales Netincome Net per Divi- Price 

Year (millions) (millions) Share dends Range 
Se $50.1 $11.1 $5.51 anale 3156-16 
ar 52.6 7.0 3.44 $2.00 tan 
| 67.7 7.8 3.80 2.75 333-25 
| ee 61.9 7.9 3.86 2.75 35 -17 
OR 63.9 7.9 3.85 2.00 30 -17) 
i) ae 59.2 7.0 3.43 2.00 284-20 
| Sa 70.9 6.7 3.28 2.00 26%g-17 
1941 (Est.).... Re eee 3.80 *2.00 ¥*2514-17 

*—To date. 
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J. C. PENNEY COMPANY 
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BUSINESS: J. C. Penney Company operates a chain of some 1,500 
junior department stores which deal mostly in "soft'’ goods such as 
clothing, accessories, etc. As such, the company is not importantly 
affected by priority restrictions as is the case with others who depend 
to a great measure upon hardware items to maintain sales. Most of 
the outlets are of moderate size although several of the stores com- 
pare favorably in capacity with some of the leading smaller depart- 
ment stores. The stores are stocked strictly with a view to the character 
of their locality although practically all of them are in a position to 
benefit from greater farm incomes as well as higher industrial wages. 
None of the materials sold can be considered to be in the strictly 
luxury class. All of the sales are made for cash and thus there is no 
added costs for account keeping and no credit losses. 


FINANCIAL POSITION: As of June 30, last, current assets amounted 
to nearly $99,000,000 and current liabilities nearly $30,000,000. Cash 
items of nearly $25,000,000 were a strong offset to all of the current 
debt while inventories, carried at nearly $74,000,000 indicated a better 
than average stock of goods at lower prices than are now prevailing. 
There were no bank loans or other obligation prior in lien to the 
2,743,984 shares of common stock then outstanding. Sales have been 
showing substantial gains this year. For October, they were 30.9 per 
cent higher than a year ago and for the 10 months period they ex- 
ceeded those of the same period of 1940 by better than 23 per cent. 
For the first half of 1941, total sales of $146,727,558 resulted in a net 
profit after all charges, including Federal taxes, of $7,027,984 or 
$2.56 a share of common stock as compared with $2.24 a share in 
the first half of 1940. Prospects are that full year sales will exceed 
those of a year ago by a fair margin. 


OUTLOOK: Penney's merchandising policy has held sales at satisfac- 
tory levels through the depression years and up to date. After the 
emergency is over, there is no reason why this characteristic should 
not be maintained. 





MARKET ACTION: J. C. Penney Market J. C. Penney’s¥ 
Company Average moves in rel. to av. 

ks so to or: ee 4730 decline ¢ decline = narrower 

'38 low to * eee d e d e narrower 

‘38 high to '39 low.. 13% decline 34 2 decline 62% narrower 


"39 low to '39 high.. Pie 28% advance 44% advance 36% narrower 
‘39 high to '40 low.. ve 95% decline 45%, decline 447% narrower 
‘40 low to '40 high......... 36% ad e 67% ad 47% narrower 

Average volatility on 6 moves 40% less than the M. W. S. index of 290 common stocks. 
COMMENT: Recent price 79!/2. Priorities should assist Penney's sales 
by diverting income from durable goods to soft wares such as are sold 
by the company. 








Long-Term Record 


Net Net =e D 
Sales Income Net per Divi- Price 
Year millions) (millions) Share dends Range 
| ee 212.1 $16.2 $6.29 $4.40 7414-511 
Wss......: CaS 15.4 6.08 3.75 8434-5714 
258.3 18.7 7.36 7.25 11212-69 
a 275.4 16.6 6.52 5.50 10334-5714 
| 258.0 13.7 5.40 4.25 8514-55 
. ae 282.1 16.5 6.48 5.00 9434-74 
cee 304.5 16.2 5.91 5.00 rn 
1941 (Est.).... oeee 6.50 *3.00 *8914-745, 
*—To date. 
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For War or Peace 


PHILLIPS PETROLEUM COMPANY 





Price Range 


1939 


1940 194) 


Thousand Shares 


1942 | 














BUSINESS: Phillips Petroleum Company is fully integrated and has 
achieved this position in a relatively short period of time. Crude oil 
reserves are extensive as are its sources of natural gas which it also 
employs to excellent advantage. Phillips is rated as being one of the 
largest producers of natural gasoline used primarily for blending with 
the manufactured product to enhance its anti-knock qualities. Phillips 
is also one of the largest manufacturers of aviation gasoline. In addi- 
tion to automotive and aviation fuels and lubricants, the company is a 
large producer of carbon black, synthetic rubber substitute materials 
and liquefied petroleum and natural gases used for domestic and 
commercial purposes. A system of retail outlets for automobile prod- 
ucts is maintained with the greatest concentration being in a compact, 
middle-west territory. A number of patents having to do with various 
methods of polymerization contribute to the company's revenues 
through licensing agreements with others. 


FINANCIAL POSITION: Early this year, Phillips successfully refunded 
its fixed debt through the sale of $15,000,000 in serial notes and 
$20,000,000 in convertible 134 per cent debentures which do not 
mature until 1951. The sole equity issue is some 4,450,000 shares of 
common stock. At the date of the last balance sheet published, a net 
current asset ratio of about 3 to | was indicated. Of the $45,179,831 
in current assets then reported, $13,805,071 was in cash and $20,556,- 
830 in inventories. Total current liabilities amounted to $16,049,829 
but of this amount, $1,118,000 was serial notes which have since most 
likely been retired. Despite a more than 300 per cent increase in 
taxes in the first 9 months of this year, net profits reported for the 
period were almost double those of a year ago and earnings per 
share of common stock were $2.82 as compared with $1.97 a year ago. 
OUTLOOK: Phillips Petroleum is well established in the petroleum 
industry and is fast achieving a strong position as a producer of 
petroleum chemicals which are finding increasing application in the 
making of plastics and synthetic rubber substitutes as well as many 
other products. 


MARKET ACTION: Phillips Market Phillips Pet.’s 
Petroleum Average moves in rel. to av. 
"37 high to '38 low......... 56% decline 64% decline 12% narrower 


*38 low to '38 high......... 49% advance 16% advance 35% narrower 

"38 high to '39 low......... 29% decline 34% decline 15% narrower 

"39 low to '39 high......... 49% advance 44% ance 11% wider 

*39 high to '40 low......... 41% decline 45 i 9% narrower 

"40 low to '40 high......... 54% advance 67% advance 19% narrower 
Average volatility on 6 moves 13% less than the M. W. S. index of 290 common stocks 


COMMENT: Recent price 45. Recent discoveries of new petroleum 
production reserves established a new high record for any previous 9 
months’ period. 
Long-Term Record 
Gr. Opr. Net 


Income Income Net per Divi- Price 


Year (millions) (millions) Share dends Range 
| RSS $77.5 $5.8 $1.39 $1.00 2034-1334 
. ae 92.7 13.4 3.23 1.25 40 ~-133%, 
CC Sa 105.1 17.9 4.02 2.50 524-3845 
ae 118.7 24.1 5.42 2.75 64 -30%; 
a 111.9 9.1 2.03 2.00 443-271, 
WT cccbeucs 112.9 9.8 2.21 2.00 4614-3114 
Weccsvcnss 115.3 11.6 2.61 2.00 Sse 
1941 (Est.).... oye cae 3.75 *2.00 *46 -35%, 

*—To date. 
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Dividend Harvest 


By the end of 1941 stockholders 
will have reaped the largest harvest 
of dividends in many years. Divi- 
dend declarations last month were 
the largest for any month since 
November, 1936. More and more 
corporations have joined the ranks 
of those companies which in recent 
years have found it more expedient 
to disburse quarterly dividends at 
a conservative rate, waiting until 
late in the year to declare extras in 
proportion to earnings. One of the 
developments responsible for this 
policy has been the enactment of 
new tax legislation every year. In 
addition there are such considera- 
tions as inventory, working capital, 
receivables, etc., and the effect upon 
earnings and profits can be more 
accurately gauged at this season of 
the year. According to a compila- 
tion of the New York Times divi- 
dends declared through the first 
eleven months of this year totaled 
$3,878,000,000, an increase of 9.6 per 
cent over the same months of 1940, 
and greater than total declarations 
for the full years 1939 and 1938. 
Last month 1,347 corporations voted 
dividends. Among those paying 
higher dividends were oil companies, 
chain stores, copper companies, auto- 
mobile, automobile equipment and 
steel companies. Lower dividends 
were voted by department stores, 
mail order house, public utilities and 
tobacco companies. In November 
116 back dividends on _ preferred 
stocks were declared, together with 
164 extra dividends and 15 stock 
dividends. Initial dividends were 


266 





declared on 35 issues. When the fig- 
ures are augmented by December 
declarations, it is expected that the 
total for the year will exceed $4,300,- 
000,000. 


Steel Company Preferreds 


The investor seeking a_ better- 
than-average yield over the imme- 
diate months might select to ad- 
vantage the’ preferred shares of the 
leading steel companies. This group 
is available on a price basis, seem- 
ingly out of all proportion to the 
coverage of preferred dividends af- 
forded by recent earnings. Market 
prices, in some measure at least, re- 


flect the characteristically low valu- 
ation placed on earnings and divi- 
dends in the present setting, but 
probably to a greater degree reflect 
the doubts as to how long these 
companies will be able to maintain 
earnings at the current level. This 
is admittedly a very uncertain factor, 
but most of these companies could 
stand a considerable drop in the re- 
cent level in earnings and still show 
a fairly respectable margin of safety 
for preferred dividends. Both as a 
speculative venture and an income- 
producing undertaking a selection of 
scme of the following issues promises 
effective results over the near term, 
at least: 


Recent 

Price Yield 
Bethlehem Steel 7%.. 120 5.83 
Crucible Steel 5%.... 80 6.25 
Jones & Laughlin “B” 

I Sahar ecco asshes 70 7.14 
Sharon Steel 5%...... 57 77 
Republic Steel “A” 6% 82 7.82 
U. S. Steel 7%....... 117 528 


Western Union 5's 1960 


Western Union 5’s 1960, recently 
quoted around 85 to yield nearly 
5.9 per cent, may be endorsed as 
an attractive medium grade issue 
suitable for the income investor. 
The company is the foremost unit in 
its field, accounting for about 80 
per cent of the total domestic tele- 


U.S.S. NORTH CAROLINA—5 of these 


In the 1941 fiscal year the distilling industry paid total taxes of $356,477,000 to 
the Federal Government. The picture shows what these taxes could have bought. 
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graph business. In addition about 6 
per cent of the company’s total gross 
revenues is contributed by interna- 
tional cable service. In recent years 
the company has been forced to 
meet exceedingly keen competition, 
particularly from its rivals in the air 
mail and telephone industries. Over 
the past year, however, revenues 
have responded vigorously to upturn 
in general business. In the first nine 
months of the current year gross 
totaled $83,750,000 compared with 
about $73,400,000 in the same 
months of 1940. In the same period 
total fixed charges were earned 2.8 
times as against 1.7 times last year. 
Although recent indications are that 
the upward trend in revenues is 
levelling off, prospects continue to 
favor well sustained gross and net. 
Financial position is comfortable. 
Long term outlook is not clearly de- 
fined, but for current funds the 
bonds are worthy of inclusion in a 
diversified portfolio. 


National Oil Products 


National Oil products engages in 
the manufacture of various indus- 
trial chemicals, vitamin products and 
cosmetics. The company’s progress 
in recent years has been steady, if 
not spectacular, while at the same 
time both sales and earnings have 
shown marked immunity to the 
wider changes in the course of gen- 
eral business. Somewhat less than 
half of the company’s total sales 
volume is contributed by various 
vitamin concentrates; 38 per cent 
is accounted for by various process- 
ing oils used by the textile, leather 
and paper industries. Other prod- 
ucts include metallic chemicals used 
in the manufacture of paints, var- 
nishes, lacquers, etc., together with 
a line of shampoos, bath oils and 
cleanser creams. The company’s 
products are manufactured from 
fish, animal, vegtable and mineral 
oils obtained from both domestic 
and foreign sources. Supplies are 
reported to be adequate and despite 
the war abroad the company antici- 
pates no serious dufficulty in pro- 
curing sufficient raw materials. The 
company has shown profits and paid 
dividends on its common stock in 
every year since 1929, when public 
financial statements were first made 
available. Earnings in the first nine 
months of this year were equal to 
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Indicated 1941 Rail Earnings Giving Effect 
to Final Wage Settlement 


Annual Estimated 1941 
Number of Wage Increase Earnings After 
Railroad Common Shares Per Share Increase 
EE one hb ncn eewor nee: 2,427,060 $4.84 $ 7.40 
Atlantic Coast..... AZ 823,427 4.90 14.60 
Baltimore & Ohio.......... 2,562,953 5.20 6.80 
Chesapeake & Ohio....... 7,657,675 1.00 4.40 
Chicago, Burlington & Quincy. 1,708,391 3.85 7.90 
Chicago Great Western... .. 352,639 3.58 1.55 
Delaware & Hudson......... 515,740 3.74 3.75 
Great Northern........... 2,498,922 2.44 7.30 
(nots: Costal............000.5.. 1,357,995 5.95 6.70 
Louisville & Nashville ‘ 1,170,000 6.20 14.50 
New York Confeal................. 6,447,413 4.30 3.40 
New York, Chicago & St. Louis... 337,447 8.80 20.00 
Norfolk & Western.................... 1,406,480 4.00 21.20 
Ce ee : 2,480,000 1.70 3.30 
Pennsylvania Railroad.......... 13,167,754 2.47 4.00 
Southern Pacific........ 3,772,777 3.65 8.30 
Southern Railway.................. 1,298,200 5.66 10.60 
[SC = Rk 2,222,910 4.85 6.70 


The estimated per share earnings for 1941 give effect to that proportion of the estimated wage increase 
which will apply to this year’s earnings. In arriving at these figures we have increased estimated annu 
payrolls by 1312% and deducted the proportionate increase from indicated earnings before the wage 


advance. 





$2.97 a share on 215,794 shares of 
capital stock, comparing with $2.93 
a share on 179,829 shares in the same 
period of 1940. Financial position 
is excellent and the common stock 
is preceded by only $1.5 million 
314% debentures due 1955. Divi- 
dends paid this year totaled $1.95 a 
share, while payments in 1940 were 
$1.35. Recently quoted around 36, 
the shares afford a stake in a progres- 
sive and well managed enterprise. 


Paper 


During the past six months pro- 
duction of paper and pulp has at- 
tained record proportions, and ca- 
pacity operations are _ reported 
throughout the various divisions of 
the industry. Unfortunately, how- 
ever, earnings have failed to score a 
comparable gain. Third quarter 
profits of a group of leading com- 
panies were slightly under the level 
for the same period of 1939. Appar- 
ently capacity operations alone have 
been insufficient to permit the in- 
dustry to fully absorb the increased 
burden of costs and taxes, which 
have yet to be taken into considera- - 
tion in prices. Capacity is being 


enlarged but this is not likely to 
be immediately effective and unless 
manufacturers are permitted to ad- 
vance prices, it must be concluded 
that little, if any, further gain in 
profits will be registered over the 
months ahead. 


So They Say 


With increased purchasing power, 
there has been a marked revival in 
the sale of cigars. . . . Retreading, 
formerly an orphan, promises to 
attain important proportions, as 
the number of tires available for 
civilian consumption is restricted 
during the coming months. . . . Earn- 
ings of White Motors for 1941 are 
being estimated at $3.50 a share... . 
Shell Union Oil may show $1.50 a 
share this year. . . . Earnings of 
$6.33 a share on American Car & 
Foundry common for the six months 
to Oct. 31, were well in excess of 
previous expectations. . . . Retailers 
are getting set for the biggest Christ- 
mas since 1929 and first quarter sales 
are being estimated at 10 per cent 
ahead of last year... . Heavy income 
tax payments next March, however, 
may cut into the Easter business. 
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New Outlook for Containers 


Taxes Restrain Profits on Record Volume 


BY J. C. CLIFFORD 


_—_- of metal, glass, and paperboard containers 
will have record sales this year, and virtually capacity 
operations appear assured so long as the war lasts. 
The only limiting factors on expansion of output, par- 
ticularly in the tin can and paperboard industries, are 
the growing raw material problems and the problems 
relating to the availability of new machines to step up 
production. 

The can manufacturers have been working at capacity 
for some months to meet the urgent demands from all 
types of customers. Especially pressing has been the 
demand for general line cans, and there is nothing to 





The caps go on the cans automatically, after which a partial vacuum Is induced. 


indicate a slackening in the rate of growth in demand 
for can containers for paints, varnish, beer, coffee, to- 
bacco, petroleum products, medicinals, and similar can- 
packed consumer goods except enforced curtailment in 
such use. 

Such curtailment in use of general line cans is prob- 
able now that the nation is at war, because the Gov- 
ernment will seek to conserve tin supplies, and because 
tin can makers have questioned their ability to supply 
containers to meet the sharply expanded pack of the 
four principal canning vegetables which has been esti- 
mated as necessary next year. At a recent conference 
held by the Department of Agriculture, 
plans were discussed for increasing the 
1942 pack of these four items (canned 
tomatoes, peas, snap beans, and corn) 
by 40,000,000 cases to meet the require- 
ments for domestic consumption, mili- 
tary supplies and school lunches, rapidly 
expanding exports of foodstuffs to 
Britain under the Lend-Lease Act, and 
stockpiles. 


Domestic demand plus the other re- 
quirements mentioned is estimated this 
year at around 85,400,000 cases, while 
the Bureau of Agricultural Economics 
has placed the 1942 pack requirements 
of the four principal vegetables at about 
125,000,000. While the can industry is 
one of the most efficiently mechanized 
in the country, earnings of the industry 
in recent years have been regarded as 
insufficient to finance purchases of new 
equipment. The need for new and bet- 
ter machinery now is becoming increas- 
ingly acute, but machinery requirements 
at this time happen to collide with the 
vast machine needs of the armament 
program, and delays in obtaining new 
machinery can be expected, even though 
the necessary priority ratings be secured. 
While growers are confident that the 
indicated supply requirements of the 
four major canning vegetables can be 
met, provided satisfactory prices are 
obtained, the canners are reported to 
feel that present plant capacity may be 
insufficient to provide the cans indicated 
as necessary next year. Consequently. 
while expansion in packers’ cans no 
doubt will be pressed, production of 
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proved to be the most economical. 


general line cans may be cut. 

Reserve supplies of tin are currently estimated at 
around 14 months’ requirements at prevailing rates of 
consumption. Inasmuch as the Government is un- 
derstood to have desired at least a two-years’ supply, 
there is no assurance that the war with its potential 
threat to tin supplies will permit unrestricted production 
of tin plate. Probably some curtailment of tin plate 
production and tin can manufacture will be required. 
Early this year, the average thickness of tin coating on 
tin plate was reduced around 10 per cent, and on some 
general line cans, enamel or terne-coated plate have 
been substituted in part for tin plate. Further substi- 
tutions no doubt will be fostered by the military action 
in the Orient. However, the very essential nature of the 
tin can in food preservation and the present lack of ade- 
quate substitutes suggest the probability that tin can 
production will remain substantial wnder almost any cir- 
cumstances. Such cuts in tin consumption as may be 
required are more likely to be made first in other in- 
dustries whenever possible. For example, the manufac- 
ture, sale, and delivery of tin foil have been prohibited 
after January 15, 1942, for decorative or packaging pur- 
poses on tobacco and tobacco products, chewing gum, 
beverages of all types, confections, typewriter and busi- 
ness machine ribbons, friction tape, and photographic 
films. The prohibition also applies to lead, but the sav- 
ing in tin use alone is estimated at around 250 tons 
monthly. ‘ 

While taxes apparently will absorb most if not all of 
the improvement indicated in operating profits of the 
can companies, net profits this year after taxes will com- 
pare reasonably well with 1940, and the probabilities are 
that leading companies will be able to maintain satis- 
factory earnings during the near future as well as main- 
tain prevailing dividend rates. 

The increasing difficulty of obtaining metal packages 
for all purposes and the fear of curtailment either as a 
result of Oriental difficulties or the rapid expansion in 
demand for packers’ cans, has stimulated the business 
of the glass container manufacturers. For some months, 
shipments of glass containers have exceeded production 
by a fairly wide margin with the result that the inven- 
tories of glass containers normally carried by the industry 
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Paper competes with glass in packaging milk, although in the long run glass has 


have declined month by month. Inven- 
tories on hand at latest reports were 
equal to less than two months’ ship- 
ments at the current rate. Since current 
production will supplement this reserve, 
these inventories in reality should suffice 
for at least eight months or more. In 
addition to record high shipments of 
glass containers, some glass manufac- 
turers have been able to offset the loss 
of automobile glass business to an extent 
by increased shipments of glass table- 
ware, ornaments, utensils, and household 
glass. 

Longer term prospects are that glass 
containers will be available in quantities 
sufficient to take up the slack left by a 
decreasing amount of tin containers for 
other than food products. There is no 
possible scarcity of glass raw materials 
in the near future, the major raw materials being silica or 
sand and a metallic salt. There has been some talk of 
a scarcity of manganese dioxide, which is used mostly in 
manufacture of steel, and the possible detrimental effects 
on glass production. However, there is hardly any 
ground for this contention, since manganese serves as 
decolorizing agent in glass production and, in its absence, 
the finished product would have a slightly greenish or 
brownish tinge, but otherwise lack none of the desirable 
qualities. 

In common with other industries, manufacturers of 
glass containers have had to meet higher labor and 
material costs. But, unlike many other industries, the 
glass makers have been able to pass on most, if not all, 
of such increases in costs in the form of higher selling 
prices to the consumer. Thus, operating profit margins 
have been relatively well maintained, and, inasmuch as 
virtual capacity operations have prevailed throughout 
this year, net earnings before taxes also have expanded. 
While glass container manufacturers will have a large 
portion of taxable earnings absorbed by higher taxes, 
most companies in the group should report net profits 
better than for 1940, and the outlook for 1942 at least is 
relatively bright. Longer term prospects are favored by 
the probability that customers (Please turn to page 283) 





Some Leading Producers of Metal, Glass, 
and Paper Containers 


Earned Per Share Approx. 
9 Mos. Sept. 1941 Current 
1940 1940 1941 Div. Mkt. 

American Can........ 0.2.0. $5.88 wees eae $4.00 75 
Continental Can... .......... 2.82 $2.82(a) $2.51(a) 2.00 30 
Crown Cork & Seal........... 3.90 3.29 4.32 1.00 21 
Anchor Hocking Glass....... 1.47 1.50(a) 1.39(a) -90 14 
Hazel-Atlas Glass........... 5.98 4.59 6.13 5.00 85 
Owens-SIlinois Glass......... 2.70 3.02(a) 3.26{a) 2.50 46 
Comtainet Com... <i cc csces 2.85 1.95 1.90 1.50 14 
Gaylord Container........... 2.04 1.47 1.57 1.00 11 
National Container........... 2.41 2.14 2.49 1.25 10 





(a)—12 months ended September. 
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Exceptional Short-Term Profit Possibilities Now 


Developing in Low - Priced Common Stocks 


OUND stocks, low and moder- 

ate in price, form our Unusual 
Opportunities Program. Price, 
however, is only one of the factors 
weighed by our analysts. All issues 
considered are listed on the New 
York Stock Exchange and undergo 
a rigorous appraisal. 


Every stock selected must offer 
exceptional price appreciation 
possibilities. Currently, it should 
be in a position to benefit mate- 
rially . . . from the $100 billion 
victory program . . . from in- 
creased consumer buying of avail- 
able products ... and keep pace 








Take Advantage of 
This Situation! 


Today’s war economy is creating 
new opportunities for capital appre- 
ciation in low-priced common 
stocks, 


These include companies now at 
their highest operating rate in 
years, companies where expanding 
profits are strengthening positions, 
ete. Such stocks can show large 
percentage gains in earnings and 
relatively higher market values. 


Five Unusual Opportunities .. . 
averaging under 14... have been 
selected. To capitalize on the an- 
ticipated improvement in_ these 
stocks ... we suggest that you en- 
roll with The Forecast—NOW. 


market movements these issues 
have been reanalyzed. From this 
group, our new recommendations 
will be made. 


Now, temporarily quoted under 
15, these stocks should outstrip 
the market in its buoyant phases, 
They should prove advantageous 
replacements for stocks that are 
confronted by industrial disloca- 
tions and reduced profit margins 
due to increased taxes. They 
represent companies where higher 
net earnings are due to be re- 
flected in better market prices. 


with the accelerated transition to 








5 Stocks Selected . . . Five 








a total war economy. 








Moderate Capital Sufficient . . . This Unusual Op- 
portunities Program is one of the most popular provided 
by THE FORECAST. With $1000 it may be followed in 
10 share lots on an outright basis or virtually so. With a 
larger amount, you may proportionately increase your unit 
of shares. The maximum number of stocks carried at one 
time is five and is determined by the outlook for the gen- 
eral market as well as individual selections. 


Price Appreciation Prospects . . . At current levels 
many stocks that meet our Unusual Opportunity qualifica- 
tions are selling within our price limit. Throughout recent 


Unusual Opportunities . . . aver. 
aging under 14 have been selected. They will be recom- 
mended to you as a FORECAST subscriber . . . when our 
market technicians feel it is the most opportune time for 
you to buy. 


Commitments will then be kept under our continuous 
supervision and we shall advise you . . . by telegram and 
by mail . . . when to close them out and whether to keep 
your funds liquid or make new purchases. 


Mail the coupon below to take an advantageous position in 
these five Unusual Opportunities. 
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Send me collect telegrams on all recommendations checked below: 


oO UNUSUAL 


O TRADING 
ADVICES 


O BARGAIN 





THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street 
CABLE ADDRESS: TICKERPUB 


I enclose (] $75 to cover a six months’ test subscription [] $125 to cover a full year of The Investment to 
and Business Forecast with service starting at once but dating from Jan. 15, 1942. I understand 
that in addition to the telegrams I select I will receive the complete service by mail. (Your subscrip- 
tion shall not be assigned at any time without your consent.) [] Check here if FREE Air Mail is 
desired in the United States and Canada where it expedites delivery of our bulletins. 


Low-priced Common Stocks for Market Appreciation. One or two wires a 
UN month, on average. Maximum of five stocks carried at a time. $1,000 capital 
OPPORT ITIES usually sufficient to buy 10 shares of all advices. 


Active Common Stock for Short Term Profit. One or two wires a month 
on average. Maximum of five stocks carried at a time. $2,000 capital * . . 

1a est in an 
usually sufficient to buy 10 shares of all advices. cial inter y 


Dividend-paying Securities for Profit and Income. One or two wires a 
month, on average. Maximum of five stocks carried at a time. $2,000 


INDICATOR capital usually sufficient to buy 10 shares of all advices. jective is the growth 

Ne 2.5 indy cuaivers cokes eee Pee CAPITAL OR EQUITY AVAILABLE........... of your capital and 

income through coun- 

| Rae ane pr Meet EEE ren ree se he eee a en eye ae a et a Pe yh ee ee eee a er ar ee ee sel to minimize losses 
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Continuous Consultation. Submit Your Securities for Our Latest War Economy Analysis. 


FREE 
Service 


NEW YORK, N. Y. 


Jan. 15th 
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advisory capacity, han- 
dle no funds or securi- 
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Less than normal seasonal recessions in check 
payments, carloadings, lumber shipments 
and paperboard production have been mainly 
responsible for a sharp upturn in Business Ac- 
tivity since our last issue. Average for Novem- 
ber was about the same as in October; but 
15.5% above last year, against an | 1-months’ 
increase of 21.5%. Dividends announced in 
November were 7.5% more liberal than a year 
ago, compared with an ||-months' increase of 
9.7%. Farm income next year is estimated by 
the B. A. E. at $13 billion, or $1.8 billion over 
the present year. Most of the increase will 
be in prices rather than production. Since farm 
prices are already above parity it would seem 
that benefit payments, which will amount to 
about $590 million this year, might well be 
dropped next year in the interest of economy. 
Factory employment in October showed a 
small contraseasonal decline from September; 
but payrolls continued to expand with a con- 
sequent rebound in weekly real wages to with- 
in a small fraction of the June peak and 11% 
above last year. 

x * * 

Hardening in short term interest rates ap- 
pears in the experience of New York State 
which recently borrowed $100 million for six 
months at a cost 50%, greater than for a similar 


(Please turn to following page) 
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CONCLUSIONS 


INDUSTRY—Business activity for ele- 
ven months was 21.5% above like 





period last year; but dividends up 
only 9.7%. 






TRADE—Physical volume of retail sales 
dip below last year, despite substan- 


tial gain in dollar totals. 





COMMODITIES—Prices rise on war 
developments. Civilian consumption 


faces drastic cuts. 






MONEY AND CREDIT—Higher in- 


terest rates forecast. 
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Latest Previ 
— rie + se PRESENT POSITION AND OUTLOOK 
INDUSTRIAL PRODUCTION(a)| Oct. 164 161 130 
INDEX OF PRODUCTION AND eciiaainatiiiaiaaiiaiiie 
ee Oct. 108 109 96 
NGS sic s'cnvaee pisxate Oct. 117 115 99 | amount in August. Fast declining excess 
Durable Goods. .............. Oct. 128 126 100 reserves of New York City banks point to firmer 
Non-Durable Goods........... Oct. 103 102 97 long term interest rates next year, with consequent 
Primary Distribution........... Oct. 102 103 87 softening in high grade bond prices. New York 
Distribution to Consumers....... Oct. 94 100 96 banks have done far more than their pro rata 
Miscellaneous Services......... Oct. 103 103 93 share to help finance the defense program, with 
a resulting outflow of funds to other localities 
WHOLESALE PRICES (h)....... Oct. 92.4 91.8 78.7 which are reaping the major benefits from Gov- 
: ernment expenditures. In addition to the drop 
— a (n. i. ¢. b.) O caused by an arbitrary increase in reserve require- 
ian pr i GS eRe eRe Nee RIOR PRS a i 151.2 122.7 ments on Nov. |, excess reserves of New York 
— Oe 231 198 City member banks have shrunk $1,950 millions 
selicagelal tt eA Sete toy ct. 211 202 147 during the past 13 months while other member 
COST OF LIVING (d) banks have lost only $20 million. At this rate, the 
PAM MCINSS oc a co ietswllaed Oct. 91.9 90.8 85.5 remaining $1,090 of excess reserves at New York 
HIN ks rhisvats acdc cvetevas eae Oct. 90.7 89.4 77.4 City member banks would be exhausted by mid- 
BRON ON NINE hs fossa oarevaib we seiciorarseXee Oct. 89.2 88.9 87.4 1942. Before this happens, interest rates at the 
IR ie cin sincauncdoounvate Oct. 78.3 76.9 73.1 | financial center are likely to harden, with subse- 
Fuel and Light................ Oct. 90.0 89.4 85.9 | quent stiffening at other centers. 
IN oe 9 iss be caine nce Oct. 101.2 99.8 97.9 
Purchasing Value of Dollar......| Oct. 108.8 110.1 117.0 me 
NATIONAL INCOME (cm)j....| Sept $8,099 $7,270 $6,574 Lend-Lease shipments to Britain, China and Rus- 
CASH FARM INCOME} sia have passed the $1 billion mark; but rising 
Farm Marketing.............-. Oct. $1,453 $1,298 $1,048 | wages and prices are adding unproductively to 
Including Gov't Payments....... Oct 1,496 1.326 1.126 defense costs. Out of $13 billion disbursed to 
Total, First 10 Months.......... Oct 9,186 eure 7315 date, about $1.6 biilion is chargeable to cost in- 
Prices Reczived by Farmers (ee)..| Oct 139 139 99 creases since August, 1939, which will add at least 
Prices Paid by Farmers (ee).....] Oct. 136 133 122 $5 billion, or 8%, to the total defense cost as now 
Ratio: _ Prices Received to Prices projected. Further price increases will add still 
ck i eee Oct. 101 101 78 more to the waste for which we shall be taxed. 
FACTORY EMPLOYMENT (f) * * & 
Durable Goods. .............. Sept 142.3 138.4 108.2 
Non-durable Goods........... Sept 129.2 127.5 114.4 Total retail trade in October is estimated at 
FACTORY PAYROLLS (f)...... Sept mo 0lCUle)| Oe | Oe ee So’ 
i month last year. Department store sales in the 
RETAIL TRADE week ended Nov. 22 were 11% above last year, 
———— Store Sales (f)...... Oct. 104 116 94 against increases of 14% for four weeks and 17% 
Ce +r a Oct. 146 147 120 for the year to date. Since retail prices in 
Rural Retell & . e? - eee Oct. 147 150 123 October averaged 13% higher than a year earlier, 
ty “okie soma. Ee Oct. 167 174 122 it appears that the physical quantity of goods 
etail Prices (s) as of........... Sept 105.2 102.6 93.2 moving over retail counters is now a little lower 
FOREIGN TRADE than last year. Wholesale trade in October was 
Merchandise Exportst.......... a" valued at 34% above last year. As wholesale 
Cumulative on ai Sree Sept 30 pool : ni bn prices averaged 17.4% higher in October, this 
Merchandise Importst.......... Sept. 263 283 ‘195 indicates a rise of 14% in unit sales, and so points 
Cumulative year's totalf to...... ok ne 2,417 to overstocking by retailers. 
RAILROAD EARNINGS * * & 
Total Operating Revenues*®..... Sept. SHGB9I9 kes $382,715 
Total OperatingSExpenditures*..| Sept BISSBF ahead 260,240 It is estimated that the 14% wage increase just 
NDRDER ctu tour cence Sept ey ee 37,292 granted to railroad employees will cost the car- 
Net Rwy. Operating Income*...| Sept [ty cy irae 74,715 riers $300 million annually, or about $180 million 
Operating Ratio %............ Sept MSO eases 68.00 net above tax savings. Since the award is retro- 
Rate of Return %.............. Sept. BAD Co dw kayics 2.50 active to Sept. |, only a third of this will come 
BUILD out of the current year's earnings, leaving an esti- 
F. a (k).| Oct $606 $623 $383 mated 1941 net of around $420 million—more 
Selected for Appraisalf........ Oct. 97 112 116 then double the t reported for 1940; but 
Accepted for Insurancef........ Oct. 83 92 92 only 2% on property valuation. Real wages of 
Premium Payingt.............. Oct. 85 3 80 rail workers are now 17% above last year, against 
Building Permits (c) a rise of only 11% for factory workers. Com- 
PETIT. 6... so vesevinsdes Sept. 111 112 104 | Pensatory rate increases might be entertained 
New York Cityf.............. Sept. 8 8 15 sympathetically by the |. C. C.; but will be op- 
oS USS Ge aeenernnsenrere | © Sept. 119 120 119 posed by SPAB. Abolition of land grant rates 
z zs would save $15 million, or $9 million above taxes. 
Engineering Contracts (En){..... Nov. $349 $406 383 
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PRESENT POSITION AND OUTLOOK 
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lron Age. (n)—1926—100. 











(n. i. c. b. 
Preliminary. (r)—Revised. (Ry)—Railwa 


long term trend. (c)—Dun & Bradstreet. (cm)—Dept. of Commerce estimates of income paid out. 


(e}—Dept. of Agric., 1924-29—100. (ee)—Dept. of Agric., 1909-14—100. (En}—Engineering News-Record. 


Ingot Production in tons*®....... Oct. 7,243 6,820 6,645 : 
Pig Iron Production in tons*....| Oct. 4,843 A117 4,446 — oe dung Gunter of mane ore 
Shipments, U. S. Steel in tons* Oct 1,851 1,664 y made in the United Staite wasn aaly: Sie. anne 
ee ie ; ‘ ‘ 1,572 last year, against a 36% decline in retail sales. 
This points to further accumulation of field stocks. 
a — 1941 profits of most truck makers will be best in 
Recheey Gilde... .20sccece. Sept 234,955 147,600 269,108 10 years. Material shortages might force more 
Total First 9 Months............ Sept 3,827,623  ....... 3,005,919 | than wn output po in — — — but OPA 
Registrations may freeze prices at present level. 
Passenger Cars, U.S. (p)........ July 391,795 443,470 315,246 is Sanat 
Trenches ths CY ca oss ravevecevorsscxe July 67,412 62,265 49,053 
. : lass | railroads had 80,504 new 
PAPER (Newsprint) On Nov. I, © . 
Production, U.S. & Canada* (tons)..} Oct. 406 377 430 Sanya eae “— -_ pire ee on ra 
Shipments, U. S. & Canada* (tons).| Oct. 399 385 377 der, compared with 27,459 and 196, respectively, 
Mill Stocks, U.S. & Canada* (tons).| Oct. 174 160 198 ' ke a — terion 64,680 - 
reight cars an new locomotives were in- 
LIQUOR (Whisky) stalled, against 54,791 and 320 in the like period 
Production, Gals.*.............. Oct. 13,834 9,424 10,435 last year. Railway equipment companies built 
Withdrawn, Gals.*.............. Oct. 7,602 9,212 8,964 6,201 freight cars in November, against 7,045 
Stocks, Gals.*...............005 Oct. 31 504,041 499,503 476,300 | in October. 5 ola 
GENERAL 
Paperboard, new orders (st)....... Sept. 542,792 565,853 399,133 Whiskey production in October was 32% above 
Machine Tool Output (millions of $)} Oct. 77.2 68.7 49.4 last year; but withdrawals were off 15%. Cigar- 
Railway Equipment Orders (Ry) ette withdrawals during October reached a new 
OCOMOLVES «i cicrctsicrssiete oc 5 10 Mos. VOS6:  ~hescd. 539 all-time peak, 19.4% above last year. Portland 
ONSET 10 Mos. 112,537 —......... 50,824 | cement production in October was 20% above 
Passenger Cals. 5 o5 « ce-sesrbiee cats 10 Mos. | eer 264 last year. Retail dealers must probably pay 6% 
Cigarette Productiont............ Oct. 19,632 18,761 16,448 more for spring shoe lines; since manufacturers’ 
Bituminous Coal Production * (tons).| Oct. 49,800 46,880 38,700 material and labor costs are now 15% to 20% 
Portland Cement Shipments* (bbls.) | Oct. 17,833 18,284 15,776 higher than a year ago. 
Commercial Failures (c)........... Oct. 809 735 1,111 
WEEKLY INDICATORS 
Latest Previ Y 
a Week Week pes PRESENT POSITION AND OUTLOOK 
M. W. S. INDEX OF BUSINESS Electric power output in October was 17% 
ACTIVITY 1923-25—100...... Nov. 29 117.1 115.9 103.5 above last year; but margin of increase has been 
narrowing of recent weeks, with expansion at less 
ELECTRIC POWER OUTPUT than the normal seasonal rate. Generating capac- 
pele Nov.29 3,293 3,205 2,932 | ity on Oct. 31 reached 43,413,000 kilowatts, an in- 
crease of 456,000 during the month. Owing to 
en heavy rainfall in the South, contemplated 30% re- 
ee estes Cars toes Sra Nov. 29 866,189 799,386 728,525 duction in industrial electricity is no longer immi- 
BOER carp er scorer ore Gh Rtn ei saes of a ELS | Nov. 29 40,902 41,022 33,689 nent; but freezing of consumption at September 
COMIN e cere ences bier Nov. 29 164,328 130,243 143,746 level will he eaaliaesd. 
si ne Senile .| - 29 44,447 39,725 38,521 * * & 
anufacturing iscellaneous....! ov.29 388,614 367,273 316,544 Stal bockinas’ duct 
, 0 gs during the first half of Novem- 
NOB Me rd ieee eis cerheiete. Nov. 29 152,503 141,257 149,915 ber were off as much as 15% from October, hence 
STEEL PRICES virtually no orders for non-defense use are being 
Pig Iron $ per ton (m)............ Dec. 2 93.61 93.61 929.61 accepted for future delivery. Mills are now oper- 
Scrap $ perton(m).............. Bie @ 19.17 19.1 4 21 1 - ating at about the same per cent of capacity as a 
Finished c per Ib. (m)............ Dec. 2 2.305 2.305 9.305 | Year ago; but as capacity is now greater this 
means a somewhat higher tonnage output despite 
STEEL OPERATIONS growing scarcity of scrap. 
% of Capacity week ended (m)....| Dec. 6 97.0 95.5 97.0 pills. 
Motor fuel may be rationed yet, and quality 
PETROLEUM lowered, owing to prior defense demand for high 
Average Daily Production bbls.*..| Nov.29 4,087 4,337 3,335 octane gas. 30,000 oil wells, calling for 3,000,000 
Crude Runs to Stills Avge. bbls.*..) Nov.29 4,115 3,905 3,512 tons of steel, must be drilled next year to meet 
Total Gasoline Stocks bbls.*...... Nov.29 84,525 84,579 79,495 | rising demand. 
Fuel Oil Stocks bbls.*........... Nov. 29 95,971 95,982 104,806 In current year to date, nearly 29,000 have been 
Crude—Mid-Cont. $ per bbl...... Dec. 6 1.17 1.17 1.02 completed. Oil industry profits this year will be 
Crude—Pennsylvania $ per bbI....} Dec. 6 2.23 2.23 1.33 about 40% over last year. OPA may yet O. K. 
Gasoline—Refinery $ per gal...... Dec. 6 .085 .085 .051/| proposed 7c advance in crude oil price. 
Millions. *—Thousands. (a)—Index Federal Reserve 1935-39—100. (b)—Federal Reserve Bank of N. Y. 100%—estimated 


(d)Nat. Ind. Conf. Bd 1923—100. 
(f)—1923-25—100, 


(s)—Chain Store Age 1919-31—100. (h)—U. S. B. L. S. 1926—100. (j)—Adjusted—1929-31—100. (k}—F. W. Dodge Corp., (m)— 
}—Nat. Ind. Conf. Bd. 1935-39—100. (p) Polk estimates. (pc)—Per Cent of capacity. (pl)— 
y Age. (s}—Fairchild Index, Dec., 1930—100. (st.)—Short tons. 
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It is obviously impossible to measure at this time the full 
potential impact upon commodities of the formal entrance 
of the United States into the war. It is at once apparent, 
however, that a factor of grave uncertainty has a8 in- 
jected into supply-demand situation for import commodities. 
The urgent need to insure that defense needs will be met 
will in all probability require stringent conservation measures 
to be invoked. Shipping space will be at a premium and 
losses will doubtless mount rapidly. Production of synthetics 


Trend of Commodities 


will be speeded up and supplies of strategic materials fo 
civilian consumption will be curtailed to an extent far great. 
er than any previous conception. The actual event of war, 
however, may emphasize to the members of Congress the im. 
minent need for adequate and complete price control. Halt. 
way measures will not suffice if real inflation is to be ar 
rested. Even so it appears certain that prices will continue 
their upward course, as they have always done in a war set. 
ting. 
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High Low Nov.29 Dec. 5 High Low Nov.29 Dec. 5 
28 Basic Commodities..... 156.9 105.6 155.2 156.7 Domestic Agricultural..... 166.4 111.4 160.5 163.9 
Import Commodities. ..... 159.6 104.7 156.2 157.2 |" Sa ele 172.6 100.5 167.1 168.9 
Domestic Commodities.... 156.5 105.5 154.5 156.3 Raw Industrial... ......... 148.0 101.3 146.7 148.0 
Latest Previo 
Date WkrorMo. Wk. or Mo. ron PRESENT POSITION AND OUTLOOK 
COTTON | Cotton. Prices pursued a rather erratic course 
Price cents per pound, closing | over the past week. At one time when it -»- 
DOR MIDEE «i n:0ie's 06:50 010 6:0:0:9 0:50 Dec. 5 16.74 16.14 10.23 | peared that disruption of Far Eastern relations 
ORIN os biicoucsvaesswensh se Dec. 5 16.82 16.42 10.15 | might be averted, speculators and traders ap- 
Spot VECTOR ECC OCT rae | Dee. 5 18.16 17.46 10.40 peared to take heart. Considerable accumula- 
(In bales 000's)......------- +05 | tion of selling orders over the week-end, following 
Consumption, U.S.......-.---++- Oct. 954 876 771 | Japanese attacks in Hawaii, caused prices to dip 
Exports, (Ex-Linters)...........-- Aug 34,967 32,718 64,743 in the first hour, but subsequently they rallied and 
Imports (Ex-Linters)............-- Aus. 43,322 17,243 10,153 | made up most of the earlier losses. It appears 
Government Corp Est.........--- Mov. 4 “98020. ws 3s 12,686(ac)) more than likely that next year will see shortages 
Active Spindles (000's).......... Oct. 23,043 22,964 22,471 | in some classes of cotton textile goods, as more 
| and more looms are diverted to defense pro- 
duction. 
WHEAT * * &* 
Price cents per bu. Chi. closing Wheat. Prices rose the daily limit of 5 cents 
ee See eee Dec. 5 117% 114 89 follow! i 2 y é : 
sad ccaSadacaiel Dec. 5 1217 1197, 8554 | following the outbreak of war with Japan. 
May.... : | Similar action was displayed by other grains. | 
Exports bu. (000's)..........--.- Aug. 3,137 2,413 2,976 ceil. aaa Rig, ele eges 
Visible Supply bu. (000's) as of...) Aug. 23 217,648 = 215,539 163,130 ei me aad a tiie ARI Ps 
COG ee Se ery -. =>.) ME TEE =e sensei diction by the Department of Agriculture that 
aaa prices next year would be higher. Storage con- 
ditions have eased. Acreage planted to winter 
CORN : . | wheat will be about 10% under last year. 
Price cents per bu. Chi. closing ‘ . “i 13% a a 
December TTT] Dee 580% 79% 5996 | _Corm. Husking hes boon delayed by the late 
Exports bu. (000's)...........--- Aus. 1,211 1,370 3,357 season but prices have more than held their own. 
Visible Supply bu. (000's) as of...) Aug. 23 37,232 37,931 25,229 Late action was in conformance with that in other 
Gov't Crop Est. bu. (000's)....... Mov: 4°2)/675,373 —nveise 2,449,200(ac)i sections of the gain list. 
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Latest Previous Year 
Date Wk. or Mo. Wk. or Mo. Ago PRESENT POSITION AND OUTLOOK 
COPPER 

Price cents per Ib. Copper. S.P.A.B. has ordered the OPM to 
OC Sa a ce Dec. 6 12.00 12.00 12.00 begin hearings on copper and Chester C. Davis 
Sot. o.0 06 ¥..........0 Dec. 6 11.00 11.00 10.75 president of the Federal Reserve Bank of St. Louis 
Refined Prod., Domestic*......... Oct 86,617 83,553 83,076 has been appointed chairman of the committee. 

Refined Del., Domestic®.......... Oct 121,313 121,021 103,771 So much confusion exists with respect to copp 
Refined Stocks, Domestic*........ Oct. 31 67,260 63,670 164,618 needs and production that such an inquiry is to 

a be welcomed. 

TIN 
Price cents perlb., N.Y.......... Dec. 6 52 52 51 as Ty 
Tin Plate, price $ perbox......... Dec. 6 5.00 5.00 5.00 Tin. Supplies including those in the hands of 
eee Visible Supplyt as of...... June 30 38,600 40,777 31,869 the Government as well as private interests are 
4 S. ewe cat el ester eim oa sa Oct. 8,000 12,715 11,820 estimated at about 140,000 tons, equal to well 

. 9. Visible Supplyt as of ....... Oct. 31 1,127 1,767 6,623 over a year's consumption requirements. Unless 
{| LEAD | pone dag a ae 
Price cents perfb., N.Y.......... | Dee. 6 5.85-5.90 5.85-5.90 5.50 ilieian ; 
U.S. Production®............... Oct 37,221 41,373 39,298 ; * * & 
U. S. Shipments*. 2.2... ....., Oct 43,537 417,093 62,496 
h| Stocks (tons) U.S., as of........ Oct. 31 ~ 10,735 13,148 35,386 Lead. Rumors were being circulated that lead 
Tze os may be — from the priorities group and 
é placed on full allocation. 
Price cents per Ib., St. Louis....... Dec. 6 8.25 8.25 725 * 8 *& 
U. S. Production®............... Oct. 75,980 73,225 63,338 
U.S. Shipments*................ Oct 73,813 71,767 73,099 Zine. Consumers’ stocks of zinc increased about 
: Stocks, U.S., as of*............. Oct. 31. 21,594 19,427 27,060 6% in September. In August they declined 5%. 
|| SILK A total of about 71,000 tons was estimated as be- 
i ilable. 
Price $ per Ib. Japan xx crack. .... Dec. 6 3,57 3.57 2.60 ee * * * 
Mill Dels. U. S. (bales)........... Oct. 4,160 4,685 39,877 ; : ; 
Visible Stocks N. Y. (bales) as of..| Oct. 31 57,508 53,008 48,297 Silk. = — i be ew 
—_— estimated at 50, ales. Sizable purchases have 
|| RAYON (Yarn) recently been made from Japanese interests 
Price cents perlb................ Dec. 6 53 53 53 anxious to dispose of their holdings. 
Consumption (a)................. | Oct. 41.7 37.0 36.7 es 8 8 
| ne | ‘et: 34 5.3 4.9 6.9 | 
WOOL — | Rubber. Stocks at the end of October, includ- 
: | ing 265,000 tons in the Government stock pile, 
Price cents per !b., raw, fine, Boston. | Dee. 6 110-112 110-112 108 amounted to about 450,000 long tons. Supplies 
Consumption, period ending (a)....| Sept.30 42,856 39,824 28,609 afloat at the same time were estimated at 170,000 
| tons. Defense needs are estimated at 300,000 tons 
es | | next year, foreshadowing a sharp cut in civilian 
Price cents per Ib. No. 1 Packer... Dec. 6 151% 1514 14 | consumption. 
Visible Stocks (000's) as of ....... | July 31 13,441 13,479 12,718 * * 
No. of Mos. Supply as of.........! July 31 5.76 5.98 8.18 : 
Boot and Shoe Production, Prs. *... 5 Oct. 45,246 43,568 37,027 Wool. Although contracted supplies would en- 

RUBBER sue if shipping — — : is er 

| that present stock in the trade, plus the reserve o 
rrice cents per 16. .6.06sscee oes oes | Dec. 6 22% 22% 91 Australian and South African wools, will be ample 
2 necro | Oct 72,229 83,151 74,716 to meet all needs for some time ahead. Trade 
Consumption, U.S.f............. | Oct 60,418 53,655 59,644 stocks alone are some 100,000,000 pounds greater 
oh ee ree | Oct. 31 454,711 473,684 235,353 than a year ago. 

a oe (000%) ee Oct 4,834 4,563 5,077 = s 
ire Shipments (000's)............ Oct. 5,867 5,259 5,525 . ase 4 
Tire Inventory (000's) as of........ Oct. 31 4,193 5,154 Ce |) _— — - te ee - 
import hides. These i - 

COCOA fense and civilian needs are to be met fully. Re- 
RiicercentsipentlGrs, ..c:s:ccasies o-oe's Dec. 6 8.95 8.69 4.87 cently imports have been at the abnormal rate of 
Arrivals (bags 000's)............. Oct. 303 405 402 | about 800,000 hides monthly. 

Warehouse Stocks (bags 000’s)....| Dec. 4 1,445 1,421 1,280 eo « « 

COFFEE Sugar. Both domestic and world contract prices 
Price cents per Ib. (c)............ | Dee. 6 1334 131% 71%} rose sharply on the Japanese developments. Al- 
Imports, season to (bags 000's)..... Oct. 1 SOT nevus 4,214 though supplies will probably be ample, elimina- 
U. S. Visible Supply (bags 000's)..; Nov. 1 1,902 2,419 1,694 tion of both the Philippine and Hawaiian sources 

SUGAR z might create tightness later on. 

Price cents per Ib. = so 8 
Waco n Aon oe ano ne oc nracmane Dec. 6 3.50 3.50 2.87 Gocoe. Consumers are believed to be well 
Refined (Immediate Shipment)...| Dee. 6 5:25 5.25 4.35 stocked but supplies might disappear rapidly if 
U. S. Deliveries (000's)*.......... 10 mos. CIEE Seacce. 5,679 not augmented by imports. 
U. S. Stocks (000's)* as of (rr)..... Oct. 31 F713 690 680 
tLong tons. *—Short tons. (a}—Million pounds, (ac)—Actual. (¢)}—Santos No. 4.N. ¥Y. *—Thousands. NA—Not available. 
(r. r.) 
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Money and Banking 
Latest Previous Year 
Date Week Week Ago COMMENT 
INTEREST RATES h is likel ies 
Time Money (60-90 days)........ Dec. 6 114% 114% 114% : The war is likely to cause an upwar ems 
Prime Commercial Paper........ Dec. 6 14-34% Vy-34%o y-34 Ty in interest rates and that change may be within 
CMR cos coassvcsncees Der 6 1% 1% 1% a relatively short period of time according to 
Re-discount Rate, N. Y......... Der 6 1% 1% 1% the chairman of the Railroad Retirement Board 
in his recent testimony before the House Inter- 
CREDIT (millions of $) state and Foreign Commerce Committee. The 
Bank Clearings (outside N. Y.)..... Nov. 22 3699 elses 2,906 prediction was based upon the belief that war 
Cumulative year's total to......... Oct. 31 |) <r 13,884 needs will reduce the supply of available capital, 
Bank Clearings, N. : AOR e Nov. 22 ” Sere 3,027 Such changes will probably appear first in cor- 
Cumulative years total to ie oe Abe Ole Oct. 31 17,494 eye roe 12,526 porate financing for the Government will be able 
F. R. Member Banks to obtain all the borrowed money necessary at 
Loans and Investments.......... Nov. 26 29,693 29,656 24,902 prevailing rates or even lower, if for no other than 
Commercial, Agr., Ind. Loans...| Nov. 26 6,602 6,632 4,911 trioti een Ded wth todos tesend 4 
Brokers Loans.............0+0. Nov.26 536 527 ee | ee ee : Ae 
; “* : bid for its capital requirements, the most logical 
Invest. in U. S. Gov'ts............ Nov. 26 11,814 11,769 9,543 thi it tis ah the Aaah cabal abiee 
Invest. in Gov't Gtd. Securities...| Nov. 26 2,921 2,927 2,707 a oes eT ee ee ee ee 
Other Securities.............. Nov.26 3,692 3,675 | — 
Demand Deposits.............. Nov.26 24,452 24,192 22,189 
Tins Mabie... «<<< 0cs+00s: Nov.26 5,498 5,450 5,375 The Federal Reserve Banks have recaptured 
New York City Member Banks approximately one-third of the amount of their 
Total Loans and Invest..........| Dee. 3 12,132 12,151 9,905 surplus reserves which they lost when the new 
Commercial, Ind. & Agr. Loans..| Dec. 3 2,542 2,545 1,885 requirements were made effective on last Novem- 
Brokers Loans..............00 Dec. 3 391 384 320 | berl. Excess reserves for the week ended Decem- 
Invest. in U. S. Gov'ts.......... Dec. 3 5,315 5,321 4,088 | ber 3 rose $60,000,000 to a total of $3,860,000,000 
Invest. in Gov't Gtd. Securities... Dec. 3 1,605 1,592 1,554 and was the fourth consecutive gain since the No- 
Other Securities............... Dec. 3 1,440 1,465 1,277 vember date. The latest increase consisted of 
Demand Deposits.............. Dec. 3 10,370 10,511 10,195 $52,000,000 of added reserves and a reduction of 
ee Dec. 3 746 761 705 $8,000,000 in requirements. A gain in currency in 
Federal Reserve Banks circulation to a total of $10,717,000,000 was one 
Member Bank Reserve Balance...} Dec. 3 13,178 13,126 14,154 of the major reasons for the increase in reserves 
Money in Circulation. ......... Dec. 3 10,717 10,567 8,569 followed by a decline of $11,000,000 in gold 
eNO I ono os viv ev vacsoces Dec. 3 22,770 29,781 91,827 | stocks. 
and ee er ee Dec. 3 3,233 3,230 3,074 * * * 
IR 4.5 cnsessenncntic Dec. 3 2,180 2,195 3,204 Of the $60,000,000 increase in surplus reserves, 
Excess Reserves. ...........00. Dec. 3 3,860 3,800 6,930 New York City banks accounted for about 66 per 
Latest Previous Year cent of the gain. The 36 central reserve banks in 
NEW FINANCING (millions of $) Month Month Ago New York City reported total reserves of $1,130,- 
RSD DE RN He ids Kean ised cones Oct. 200 195 393 000,000 which represented an increase of $21 ,000,- 
New Capital.................. Oct. 97 34 48 000 in total reserves and a drop of $19,000,000 in 
RENNIE so oien adx'ens Sarees Oct. 103 101 345 required reserves. 
THE MAGAZINE OF WALL STREET COMMON STOCK INDEX a 
1941 Indexes 1941 Indexes 
No. of 
Issues (1925 Close—100) High Low Nov. 29 Dec. 6 (Nov. 14, 1936, Close—100). High Low Nov. 29 Dec. 6 
290 COMBINED AVERAGE... 56.9 46.3 48.1 49.2 100 HIGH PRICED STOCKS.... 60.10 51.01 51.83 53.41 
100 LOW PRICED STOCKS..... 48.83 37.78 38.56 39.34 
4 Agricultural Implements... .. 999 72.2 82.0 83.3 3 Liquor (1932 Cl—100)..... 169.9 111.5 157.3 167.3 
9 Aircraft (1927 Cl—100).... 199.4 137.1 176.2 181.0 DINIECICIN 3 .66is os sone es 111.9 81.4 81.4x 85.0 
4 Air Lines (1934 Cl_—100).. 314.1 198.9 276.3 287.1 DVB ON os .oscceera aiecsienss 75.6 60.0 60.8 61.1 
6 Amusements............05. 31.7 908 30:7 3156 A Meat Packing. .....5. 5.00.65. 53.2 38:3 38.3a 39.0 
14 Automobile Accessories.... 95.7 74.8 76.4 77.8 11 Metals, non-Ferrous........ 138.6 102.0 102.0f 104.3 
S23 Pivlomobiles : <..sc.sc245%65 11.1 15 7.8 8.2 SIMA OE eee cee Gictste tera ics 14:2 11:0 11:6 11:8 
3 Baking (1926 Cl—100)..... 10.7 6.1 6.2 6.1 21 Petroleum................. C61 67.4 61.3 83.5 
3 Business Machines.......... 104.6 86.5 97.0 97.7 18 Public Utilities............. 386 17:1 ‘dlr 92.9 
2 Bus Lines (1926 Cl.—100)... 64.3 44.3 47.4 47.3 3 Radio (1927 Cl—100)...... 9.9 6.2 6.25 6.5 
BM ICRIE So cp's:6iniboliee ac 165.8 135.5 149.2 154.2 9 Railroad Equipment......... S610 35:2 35:2x 3611 
18 Construction............... 26.1 19.1 19.1f 19.7 WD MINIMISE «5 oss oresare sieves sca 11.6 15 8.7 8.8 
FNS eee 203.7 161.0 161.0f 167.4 2) 7 TR Sc any Oe Sree 2.9 13 1.3x 1.8 
10 Copper & Brass............ 88.8 65.8 65.8x 68.0 2 Shipbuilding............... 129.7 102.3 105.1 104.9 
2 Dairy Products............. 29.9 25.5 286 22%6 G2 SteeO MON eeisec. ve sase ees 82.6 62.0 62.6 62.0x 
6 Department Stores.......... 23.2 16.7 185 189 DP eRNEER Nac ererors vores sor serot cairn ts 37.7 475 35.1 36:0 
6 Drugs & Toilet Articles...... 45:9 31.1 456 445 DP RsAUl CNN Salevia sis svc ecacsvers 194;3 16120 171.2 1729 
2 Finance Companies......... 182.3 131.4 732.2 135.3 3 Telephone & Telegraph...... 459 33:2 35:9 38:5 
DF PODG IETIOS s «0 5550560 <0 00% 93.1 749 80.3 81.3 PMCRENED essai aes 48:5 33:0 35:0 35.7 
DOOR SIONS. oes icsceccce oc 45.2 36.7 43.8 44.6 SiTates SU! 55.6.0 eee 13.6 95 12:6 13:2 
SS See ae 42.2 29.3 29.3g 30.8 71 [eLS (e/cl 0) ee gn ava 73:57 53:0 53;0f 55.5 
2 Gold Mining.............. 703.8 441.2 442.7 444.1 3) Vanety stores... 6.500... 213.7 184.8 190.0 197.1 
6 Investment Trusts........... 19.2 151 16:3 ~196 19 Unclassified (1940 Cl—100). 105.7 86.3 928 94.2 
a—New LOW since 1938. f—New LOW since 1933. g—New LOW since 1932. r—New all time LOW. x—New LOW this year. 
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The Personal Service Department of Tue MacGazine or Wauu Street will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber use coupon elsewhere in this issue and send check 


at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Gimbel Bros., Inc. 


I cannot understand why the favorable 
earnings trend of Gimbel Brothers for this 
year (as compared with the net loss in the 
early part of 1940) is not reflected in higher 
market values for this stock. Is this simply 
in line with the depressed condition of the 
market as a whole—or is there some situa- 
tion peculiar to Gimbel Brothers which is 
retarding it? Do you anticipate distribution 
of a dividend on common this year? Would 
you advise speculative purchase at present 
levels? (I purchased 250 shares of common 
last year at 834.) Will shortages of con- 
sumer durable goods—and the new limita- 
tions on installment buying—react unfavor- 
ably on the stores sales of furniture, etc.?— 


J. L. M., Cincinnati, Ohio. 


In the first six months of the fiscal 
year which ended July 31, 1941, 
Gimbel Bros., Inc., had a net profit 
of $676,475 equivalent to $.11 per 
common share as compared with a 
loss of $640,665 for the comparable 
period of 1940. These earnings in 
the 1941 period were after interest 
appreciation and a_ provision of 
$305,000 for Federal Income Taxes 
and $210,000 for excess-profits taxes. 
Sales during the period which is not 
the most productive in the calendar 
year showed an increase of 20.2%, a 
figure which is believed to have been 
surpassed slubstantially in the cur- 
rent period. It is even believed that 
Gimbel Bros., Inc., will show a 
greater expansion in sales and profits 
than the industry as a_ whole. 


DECEMBER 13, 1941 


While it is difficult at this time to 
make an exact forecast of full year 
earnings, it is believed that there is 
a possibility that full year totals will 
approximate $2.00 to $2.50 per share. 
While the financial position of the 
company is not weak, it is believed 
that there is a strong possibility that 
dividend distributions will be post- 
poned for the time being in order to 
build up finances to take care of 
large inventory requirements, higher 
cost articles and to take care of in- 
creasing sales. Nevertheless while 
earnings continue at current levels 
the question of dividends will surely 
be considered over the near term. 
While the market values for the 
stock have been somewhat sluggish 
the market as a whole has not been 
exactly responsive to the improving 
earnings of other various industries. 
Add to that the tax selling which is 
characteristic of this period of the 
year and some reason is therefore 
given for the poor market perfor- 
mance. The sales of antiques con- 
tinue to be profitable for the com- 
pany as they are building up quite 





a reputation in this field. So far the 
limitations on installment purchases 
does not appear to be so restrictive 
as to substantially curtail profit pos- 
sibilities. Therefore it is our belief 
that the stock of this company 
which has to be classed as specula- 
tive is worthy of retention at this 
time in modest amounts in diversi- 
fied portfolios. 


Childs Co. 


In 1939 I bought at 12%, 150 shares of 
Childs Co. common stock thinking that 
earnings were going to expand. I was wrong 
but don’t know what to do now. With good 
sales why can’t the company show earn- 
ings? Is it worthy of retention for appre- 
ciation or should I take the large loss for 
tax credit?—Mrs. C. F. B., Asheville, N.C. 


In the first nine months of 1941 
Childs Co. lost $1.42 per common 
share as compared with a loss of 
$3.73 per share for the correspond- 
ing period of 1940. While the loss 
has been reduced, the outlook of the 
company nevertheless is not at all 
promising. Sales and rentals during 
the period showed a slight im- 
provement but the final result was a 
net loss for the period. The com- 
pany has been seeking to secure a 
reduction in rentals on its 81 restau- 
rants in the United States and Can- 
ada in order to place the company 
upon a better basis. It is reported 
that the company is a tenant under 
94 separate leases, the majority of 
them having been made prior to 
1933. So far very little progress has 
been made in minimizing this bur- 
den which has contributed largely to 
the declining trend of earnings re- 
sulting in unfavorable _ results. 





When Quick Service Is Required, Send Us a Telegram 


Prepaid and Instruct Us to Answer Collect. 














Added to this unfavorable factor 
was the agreement on October 9th, 
1941, with the Unions to a wage in- 
crease. This agreement called for 
an increase in wages of from $2.00 to 
$2.50 a week for all workers. It is 
believed that such increases will ag- 
gregate approximately $350,000 a 
year. The company has approxi- 
mately $5,000,000 of 5% debentures 
due on April 1, 1943. While results 
may improve over the near term it 
is considered highly unlikely that 
any action will be taken to pay the 
60-odd dollars in accumulated un- 
paid dividends on the preferred 
stock. All-in-all we view this com- 
pany as marginal and feel that if it 
is possible for you to receive any 
credit from liquidation of these se- 
curities on your income tax for this 
year that such a procedure would be 
advisable. For the reinvesting of 
funds, however, we would suggest 
placing them in situations where the 
future is more promising than in 
Childs Co. common stock. 


Amercan Type Founders 


In veiw of American Type Founders pres- 
ent depressed market price, and the probable 
substantial increase in earnings looked for 
this year, what do your analysts advise at 
this time? I acquired 225 shares at 654 a 
year ago. I am impressed by the apparently 
bright outlook for this company, with sizable 
defense orders on hand and demand for 
printing equipment reported good—but cer- 
tain aspects puzzle me. Will the defense 
business be sufficient to absorb the cost of the 
plant expansion which was made necessary? 
Will metal shortages seriously impair sales 
of printing equipment to the trade? Is the 
company still able to buy (for re-sale) sup- 
plies made by other firms? Your advice will 
be appreciated. —I. C. C., Boston, Mass. 


American Type Founders, Inc., in 
the first six months of the com- 
pany’s fiscal year which ended Sep- 
tember 30, 1941, reported a profit 
of $213,968 or 37 cents per share, as 
compared to a loss of $3,350 for the 
corresponding period of 1940. It ap- 
pears that defense contracts are 
gradually accounting for a large por- 
tion of the company’s output. In a 
report from the President of the 
company it was stated that sched- 
ules of deliveries on present defense 
contracts are going ahead and addi- 
tional orders of substantial propor- 
tions for ordnance materials have 
been received. In order to facilitate 
the shipment of such products a 
large new plant, originally financed 
with British funds, was completed 


z78 


early this year. In furtherance of 
the company’s policy of gradually 
diverting their normal printing press 
production to defense business the 
opportunity is afforded to profit 
from the distribution of printers’ 
equipment, supplies and materials 
which are produced by others. 
While the company is manufactur- 
ing presses and allied equipment for 
government printing, it is quite like- 
ly that a curtailment for this type of 
output will be inaugurated for do- 
mestic business. Consequently, the 
company is in an enviable position to 
reap direct benefits from our current 
emergency and all-out aid to the 
democracies in a foresighted and 
sagacious plan of the management. 
At the close of the company’s fiscal 
year on March 31, 1941, capitaliza- 
tion was represented by $914,790 of 
5% sinking fund convertible deben- 
tures; $200,000 of bank loans due in 
1942 and 1943; current tax payment 
of $49,000 giving a total funded debt 
of $1,163,790, while equity interest 
was represented by 568,906 shares 
of $10 par common stock. With an 
expansion of profitable operations 
the company will undoubtedly be 
able to take care of the bank loans 
and current tax payments since the 
financial position at the close of the 
fiscal year was strong although cash 
was small, with only $411,104 of the 
total current assets of $7,456,454 
compared with total current lia- 
bilities of $865,985. Therefore, it is 
our opinion that the current outlook 
for this company is quite promising 
as a speculation and we advocate re- 
tention of modest amounts in diver- 
sified portfolios. 


International Mercantile Marine 


Is the recent activity and improvement in 
market value of MAR indicative of a last- 
ing trend? I purchased 300 shares at 14 early 
in 1940. Would you advise retention? Will 
the proposed reorganization with R F C 
funds result in a long-term improvement of 
the company’s condition—or will the changes 
be beneficial mainly in the light of the com- 
pany’s present war-time activities? Which of 
the subsidiaries is at present the major 
source of income? What will be the effect of 
repeal of the neutrality restrictions? What 
would be the effect of an open declaration of 
war? Weighing all such factors, what is your 
opinion of the near term prospects of the 
stock as an investment?—R. L. D., Pasadena, 
Calif. 


It is expected that the 1941 re- 
port of the International Mercantile 
Marine will show a net profit. If so, 


then it will contrast with the reports 
for the past ten years, which have 
shown deficits ranging from $15 
millions in 1931 to the $344,000 


(last year.) The improvement is 
directly attributable to the war, 
which simultaneously, has created 
the demand for over-seas shipping 
and has cut down the available fa- 
cilities for handling the heavily in- 
creased volume. The result—full 
cargoes and high rates. These are 
the factors which are prerequisites 
for improved earning power and 
they are very certainly present at 
this time. 

We believe it is because of these 
conditions that the shares of Inter- 
national Mercantile Marine are en- 
joying a degree of speculative favor 
at this time, rather than primarily, 
because of the refunding operation 
which is in progress. That opera- 
tion, however, is of considerable im- 
portance when it is realized that the 
company will save thereby about 
$200,000 annually’ in __ interest 
charges. 

Continuance of speculative activ- 
ity in the shares of course is directly 
dependent upon the possibility of 
maintenance of earning power at a 
high rate, although not necessarily 
dependent on the continuation of 
the war. It is probable that, at the 
conclusion of the war, the unsettled 
state of European countries could 
give rise to continued demand for a 
long period of time for American 
supplies. Moreover, it will un- 
doubtedly be a long time before 
foreign-owned vessels will be able to 
give American shipping companies 
serious competition. 

The International Mercantile Ma- 
rine Co. is a holding company. Its 
most valuable asset is its holding of 
the shares of the United States Lines 
Co. That asset together with the 
valuation on its office building—One 
Broadway—are carried in the bal- 
ance sheet at a combined valuation 
of about $11,600,000 and constitute 
a very large portion of the total as- 
sets of $12,847,000. This subsidiary 
(United States Lines Co.) reported 
net from operations last year of 
about $3,801,000, a satisfactory gain 
over the 1939 net of $3,051,000 and 
the 1938 profit of $1,022,000. This 
company is understood to be operat- 
ing extensively, particularly since 
recent revisions of the Neutrality 
Act permit American-owned vessels 
to carry cargoes to the Far East, 
Red Sea and African ports, and un- 
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doubtedly outright repeal of the Act 
would further extend the sphere of 
its activity. To what extent, if any, 
an open declaration of war by this 
country would affect the operations 
and earnings of this company is dif- 
ficult to ascertain precisely. It 
seems unlikely, however, that such 
a declaration would curtail opera- 
tions. On the contrary, it might 
furnish the stimulus for increased 
activity. 

Considering the present situation 
and recalling the long and uncertain 
history of this enterprise, we are 
ferced to the conclusion that the 
stock is very highly speculative, al- 
though considered as a speculation 
under existing conditions, it must 
be conceded to have merit. 


Barber Asphalt Corp. 


How do you view the near future earnings 
outlook for Barber Asphalt Corp. I am con- 
sidering the advisability of liquidating part 
of my holdings of this issue, in order to estab- 
lish a loss for income tax deductions. How- 
ever, if the prospect definitely suggests sub- 
stantially higher price levels, then naturally, 
I would prefer to maintain my present long 
position in this stock—N. S. K., Lakewood, 
Ohio. 


Barber Asphalt Corp. thus far in 
1941 has reported a substantial im- 
provement in earning power com- 
pared with the corresponding 1940 
period. Share earnings for the nine 
months ending September this year 
were 50 cents, comparing with a 
deficit of 30 cents in the 1940 inter- 
im. The interim reports do not 
contain sufficient data to enable us 
to account for the improvement ex- 
cept to suggest that refining of 
petroleum products is an increas- 
ingly important factor in the opera- 
tions of this company. In 1940 
approximately 57 per cent of the 
total volume of business was repre- 
sented by its petroleum activity. 
The oil properties are in Trinidad, 
and its royalty interests in Vene- 
zuela. For many years, however, 
this company was widely known for 
its control over the natural asphalt 
supply at Lake Trinidad. It does 
not follow necessarily, because the 
company holds the world’s largest 
supply of natural asphalt, it is the 
largest factor in that industry. On 
the contrary, petroleum refineries in 
this country produced 75% of the 
asphalt consumed last year. 

Barber Asphalt Corp. has a very 
simple capital structure, is free of 
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EVERY EXTRA LEAF 
IN THE TABLE 


AND FAR 
TOO MANY GUESTS 
FOR CHRISTMAS DINNER ! 





® Last Christmas Eve and Day the 
wires were jammed. The switch- 
boards were manned by regular 
and extra operators working all 
through the holiday. Long Dis- 
tance telephone calls were three, 
five and at some places eight 
times normal. 


We're glad so many folks want 
to exchange friendly greetings 
across the miles at Christmas 
— but sorry that, because of it, 
we can’t supply service as good 
as usual. 


BELL 








funded debt, and its sole capital 
issue outstanding consists of 390,223 
shares, par value $10, of capital 
stock. At the close of 1940, the 
company reported a strong financial 
status, cash totalling about $2,400,- 
000, current assets at around $5,- 
800,000, against current liabilities of 
approximately $940,000. Reflecting 
rather wide fluctuations in profit 
margins on total revenues ranging 








from about $11,000,000 to $13,800,- 


000 during the past five years, defi- 
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That’s the situation your telephone company 
faces every Christmas. That’s why there may be 


delays on some Long Distance Christmas calls. 


We expect the biggest rush of 
calls we’ve ever had this coming 
Christmas. We'll do our best to 
prepare for it. But some calls will 
be slow. Some may not be com- 
pleted. For these, we ask your 
patience and understanding. 


If you'll call by number, wher- 
ever possible, and try not to talk 
too long, you'll be helping us to 
do a better job for everybody. 
...+ Thank you, 
and a Merry q 
Christmas! 


SYSTEM 





cits were shown in two of those 
years, and profits reaching a peak of 
about $744,000 ($1.91 a share) were 
reported in 1937. Operations in the 
year 1940 resulted in a deficit equi- 
valent to 48 cents a share. Compe- 
tition with domestic production, and 
high shipping costs, are factors 
which tend to restrict earning power 
of this company in the immediate 
future, and seem to preclude a suffi- 
ciently pronounced uptrend in earn- 
ings to justify very substantially 


279 








higher market prices for the stock. 
Under such circumstances, it seems 
to us that liquidation for the pur- 
pose you have in mind, would be 
fully warranted. 


United Corporation 


Several years ago I bought 500 shares of 
United Corp. common stock. Would pur- 
chase program for preferred shares aid com- 
mon stock earnings? Are all holdings in 
utility field? Should I sell my stock for tax 
purposes?—Mr. J. R. W., Milwaukee, Wisc. 


In the first nine months of 1941 
United Corp. reported a loss of one- 
half cent per share as compared with 
a profit of 8 cents per share for the 
corresponding period of 1940. Divi- 
dends received during this year de- 
clined to $6,045,410 from $7,346,384 
for the corresponding period of 1940. 
Expenses were slightly lower while 
Federal taxes, etc., were slightly 
higher. The dividends received rep- 
resent the sole income applicable to 
earnings resulting in dividends to 
stockholders. It has been stated 
that as of September 30, 1941, there 
was no change in the company’s 
portfolio. At the present time this 
company owns approximately 19.6% 
of Columbia Gas & Electric, 23.2% 
of Niagara Hudson Power, 13.9% of 
Public Service of New Jersey and 
26.1% of United Gas Improvement 
Co. stock. As of December 31, 1940, 
the portfolio of utility companies 
had a cost value of $144,292,119, 
while investments acquired subse- 
quent to June 30, 1938, primarily in 
the industrial field, had a cost valu- 
ation of $4,478,651. At this time 
the market value for the total port- 
folio was $119,913,003. As of De- 
cember 31, 1940, it has been stated 
that the equity per common share 
amounted to 5 cents per share. In 
view of the decline in utility values 
since that date, it is quite likely that 
there is no liquidating value or 
equity for the common stock at this 
time. No action was taken on the 
preferred dividend in April, 1941, or 
subsequently this year. The last 
payment on this stock was 75 cents 
per share on January 28, 1941. This 
preferred stock is cumulative and 
therefore creates an added obstacle 
obscuring the future possibilities for 
the common stock which, in our 
opinion can only be considered as a 
radical speculation at this time. 
The repurchase program which is 
contemplated by the company for 


the preferred stock may strengthen 
the position of the company but 
even so the common stock would 
not be in a position to reap material 
benefit from such a program. If it is 
possible for you to gain advantages 
in compiling your income tax report 
for the year 1941 to avail yourself of 
the opportunity of establishing tax 
losses on this security we feel that it 
is a good candidate for such purpose. 
For the reinvesting of funds, how- 
ever, we would prefer entering into a 
situation where the future is more 
promising than in this common 
stock. 


American Machine & Metals 


I understand that American Machine & 
Metals, Inc., sales are up considerably. Can 
you tell me how much—and whether this 
represents mainly new defense business, or 
additional non-defense business in line with 
the present industrial trend? Will these gains 
be offset materially by increased excess profits 
and other taxes this year? Has production 
been started on the anti-craft gun mountings 
for the Navy? How is the RFC loan ob- 
tained for this purpose to be repaid? Will 
interest on the company’s bonds be cleared 
up in the near future? Do you consider the 
stock’s recent improved market performance 
a fair indication of the company’s current 
outlook? What is your recommendation on 
150 shares bought at 6 this year?—Mrs. L. S., 
Brooklyn, New York. 


For a period of fourteen weeks 
ending early in October this year, 
American Machine & Metals, Inc., 
reported net sales at approximately 
$4,720,000, nearly double the figure 
reported for the corresponding peri- 
od of 1940. Comparing with a defi- 
cit in the earlier year, the current 
year has produced a net income for 
that period of approximately $503,- 
000, equivalent-to $1.63 a share. 

In September of this year the 
Reconstruction Finance Corp. an- 
nounced a loan of $240,000 to this 
company for the purpose of purchas- 
ing machinery and equipment to 
produce anti-aircraft gun mountings 
for the Navy. No announcement 
as to whether or not production in 
this line has actually started has been 
made officially, but such a substan- 
tial increase in sales is indicative of 
operations outside its usual field 
which comprises the manufacture of 
laundry machines, brewery equip- 
ment, lubricating devices and equip- 
ment used in the operation of beauty 
parlors and barber shops. Normal 
operations, during the past ten years 
have shown widely varied results, 
deficits running as high as $466,000 


and profits (in the year 1937) up 
te $291,000. After interest charges 
in the year 1940 net income of $106,- 
000 equivalent to 35 cents a share 
was reported. There is hardly any 
doubt that priorities will effect a 
curb to non-defense activities and 
the normal production operations of 
this company. The question of im- 
portance, however, in considering 
the future earning power, is how 
readily this company can adopt its 
facilities for defense work. The com- 
pany owned about 83 acres of land 
and a group of buildings having 
375,000 square feet of floor space at 
East Moline, Ill., also owns mines 
in Montana, producing principally 
manganese. There is, we believe, a 
fair basis upon which to presume 
that operations will continue on an 
active scale, and that the current up- 
trend in earning power so clearly in 
evidence in the latest report, will be 
fairly well maintained. Under the 
circumstances we would suggest the 
advisability of maintaining present 
holdings of the shares. 





Exploding a Fallacy 





(Continued from page 244) 


and the use of methods that seldom 
have been utilized under normal con- 
ditions. Producers need fixtures re- 
newed with greater regularity. A 
heat treating plant might install a 
furnace in the plant of the customer. 
In other words, repetition of the 
same service needs at more and more 
regular intervals will assist in the 
development of special abilities to 
serve such needs more efficiently and 
more rapidly than heretofore has 
been possible when such service 
organizations covered a wider field 
and more fluctuating demands. 

No doubt many companies pro- 
ducing armaments are using uni- 
versal machines that are expected 
to be available for peace-time pro- 
duction, rather than run the risk of 
having a lot of special machines 
which cannot be used after the emer- 
gency. Universal machines, of course, 
have long been standardized and do 
not present new problems. How- 
ever, new machines have been de- 


veloped, many for special purposes: 


and improvements in such new ma- 
chines and special fixtures probably 
will be found feasible to a consider- 
able extent. 
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The armament producers are not 
presented with selling problems such 
as all companies have under normal 
conditions. Provided orders are suf- 
ficiently large, and relations between 
company engineers and military 
authorities are such as to minimize 
design changes, armament concerns 
can concentrate on increased out- 
put and increased efficiency. Even 
the most carefully planned produc- 
tion lines can show astonishing signs 
of increasing output and decreasing 
costs for a surprisingly long period. 
More efficient inter-plant, trans- 
portation, and service relations can 
be fostered with increasing knowl- 
edge of the problems involved. The 
scope of the arms program and the 
efficiency factors mentioned suggest 
that pessimistic predictions about 
armament profits can be discounted 
as fallacious. 





Your Dollars—Good or 
Bad? 





(Continued from page 241) 


financing, which contributed great- 
ly to the economic activity of the 
1922-1929 period and very little to 
that of 1934-1940. 

Let us set up the following as- 
sumptions for the year 1945: A Fed- 
eral debt of $100,000,000,000, a State 
and local debt of $20,000,000,000, 
a private (long term only) debt of, 
say, $75,000,000,000; an average. in- 
terest charge of 21 per cent on the 
total of $120,000,000,000 of public 
debt, and an average interest charge 
of about 5 per cent on the private 
debt. 

This would work out to an annual 
carrying charge on total long term 
debt—public and private—of about 
$6,750,000,000 or approximately $49 
per capita. The carrying charge on 
total long term debt in 1929 was ap- 
proximately $6,427,000,000 or some 
$52 per capita. 

But the debt expansion here as- 
sumed by 1945 would increase the 
dollar national income probably to 
at least $115,000,000,000, which is 
on the conservative side of estimate. 
That would mean a per capita dollar 
income of as much as $850, against 
$654 in 1929; and a long term debt 
carrying charge equivalent to some 
6 per cent of annual per capita in- 
come, as compared with just under 
8 per cent in 1929. 

On the other hand, suppose—as 
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—and business men investors 
A considerable number of our clients, with problems and ob- 
jectives similar to yours, seem to find definite help in the Lowry 
and Mills Factual Analysis of Buying Power vs. Selling Pressure 


in the market. 
War news, peace news, priorities, 
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“6% profits,” strikes, new taxes, and all the 
rest are simply the details that produce Buying or Selling. 

Details can be confusing; difficult to evaluate. 
the next 30 days if the desire to sell exceeds the desire to buy; higher if Buying 
is stronger than Selling. The all-inclusive fundamentals of Supply vs. Demand 
... the effects of total Buying Power vs. Selling Pressure, can be measured 
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Stock prices will be lower in 


We tabulate each day the price-change-volume-action of all round lot issues 
traded on The New York Stock Exchange... 


and report the results to our 


Our Factual Analysis often makes it easy to recognize: 


1. Stocks are moving easier on the Upside, or Downside. 


4. Stocks are “over-sold” and should be bought. 
5. Stocks are ‘churning on the upside” and should be sold. 


Judging by the number of managers of investment funds, investment coun- 


sel, market professionals, and the calibre of business men investors who use, 


you too, may find it of value. 





and continue to renew this basic service year-after-year ... 


it seems possible 


Perhaps you would like to examine our Current Report and 
Graph of Buying Power vs. Selling Pressure. 
with visual evidence of the comparative undertone strength of 


It will provide you 


x Selling vs. Buying in this market right now! 
: Ask for Report M-12. Send $1.00 to cover costs. 
% LOWRY and MILLS, 250 park ave.,n. y.,N. Y. 
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the chairman of the Senate Finance 
Committee has gloomily opined— 
that the Federal debt will soar to 
$150,000,000,000 before we are done 
with this emergency; and suppose, 
entirely on a conjectural basis, that 
we get that way in another six 
years. How would the above com- 
parisons be changed? 

With the Government in effective 
control of the financial and credit 
machinery of the nation, we will 
stick to assumption of no more than 
21% per cent interest rate; and we 
will boost our projection of state 
and local long term debt to $21,000,- 
000,000 and of private long term 
debt to $77,000,000,000. We will 
also raise our dollar national income 
estimate to $120,000,000,000—again 
conservatively—and population esti- 
mate to around 138,000,000. 

On these projections we get an 
annual carrying charge on total long 
term debt of just under $59 per 
capita or approximately 6.7 per cent 
of per capita income, against just 
under 8 per cent in 1929. 

Moreover, take a second look at 


what is commonly called the burden . 


of interest. It is outgo to those who 
pay it but income to those who re- 


ceive it. Collectively, most all of 
us pay it—either on direct individ- 
ual debts or, indirectly, in taxes or 
as part of the cost of goods and ser- 
vices. Collectively, most of us re- 
ceive interest income, whether di- 
rectly on our investments or as de- 
positors in savings institutions or 
holders of life insurance policies. In 
this sense the concept that the in- 
terest cost of debt is a drain on the 
national economic system is some- 
thing less than accurate. 

It is perfectly true that the cost 
of interest on public debt is distrib- 
uted among all taxpayers, while the 
distribution of interest income is 
considerably more concentrated— 
but the distinction is narrowed to a 
rather large extent if we allow for 
the millions of indirect recipients via 
the medium of fiduciary institutions. 

Moreover, the interest cost on the 
debt of a railroad, a utility, a manu- 
facturing plant or a farm mortgage 
is paid by all who ride on the rail- 
road, or get electricity from the util- 
ity or buy goods from the manufac- 
turing company or buy food from the 
farmer—while the interest income 
distributed from these sources is just 
about as much concentrated as is 
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zine of Wall Street, 90 Broad Street, New 
York, N. Y. 
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the interest income from public debt. 
It goes, of course, directly to in- 
dividual bondholders who are a 
small minority of the population but 
also indirectly to the many millions 
whose savings flow into investment 
through fiduciary institutions. 

Finally, a brief word on the com- 
position of our total debt. The fact 
is that as long as total individual 
savings accumulate at the rate of 
recent years and as long as new pri- 
vote debt-investment avenues are as 
restricted as they have been over the 
past decade, the only major outlet 
for additional debt investment is in 
governmental obligations. 

In the 31 years 1900-1930 the 
total of private long term debt in- 
creased from $15.3 billions to $88.9 
billions or by $73.6 billions—of 
which increase non-farm mortgage 
debt accounted for 56 per cent and 
farm mortgages for 10 per cent; rail- 
roads for 10 per cent; public utilities 
for around 15 per cent; manufactur- 
ing industry for only some 9 per cent. 

Thus, in those 31 years of tremen- 
dous industrial growth — during 
which annual physical volume of 
manufactures had multipled by a 
maximum of at least five-fold—cor- 
porate enterprise expansion ab- 
sorbed only some 34 per cent of the 
savings flowing into long term pri- 
vate debt-investment. Up to the 
inception of the defense program, 
this avenue for private debt-invest- 
ment was clearly tending to con- 
tract, partly because of the increas- 
ing “economic maturity” of the na- 
tion, partly because of the increasing 
ability of corporate enterprise to 
finance expansion from internal 
funds; that is, depreciation reserves 
and surplus profits. In the present 
situation, the great bulk of the ex- 
pansion of capital facilities will, of 
course, be financed by the Govern- 
ment. 

As for the real estate mortgage 
field, farm mortgage debt continues 
the long term shrinkage begun in 
1930; and from the low of a decade— 
made in 1937—in non-farm mort- 
gage debt there had been, through 
1940, a recovery of only $1.5 billions. 

The point emphasized is that, 
even if the arms program had not 
been forced upon us we would have 
been confronted with the necessity 
of large scale public spending or a 
revival of older forms of private 
debt-investment or the development 
of new long term investment outlets 
for private savings or some combina- 


tion of the three—the alternative 
being idleness for many billions of 


accumulated savings, inadequate 
economic activity and chronic un- 
employment. 

As it is, Federal deficit spending 
is going to “work” too well and too 
fast—of necessity; creating debt at 
a prodigious rate but lowering, 
rather than raising, the living stand- 
ard, due to change in character of 
goods produced. But the debt of 
itself need not be disastrous and 
probably will not be. At any rate 
it is certainly premature—and by a 
long margin—for any intelligent per- 
son to be worrying about a collapse 
of the Federal credit and a run-away 
flight from the dollar. 





Balanced Investment Pro- 
grams for Safety Today 





(Continued from page 259) 


that these companies have been 
thoroughly tested in the crucibles 
of uncertainty and adversity. To 
the investor concerned with the 
safety of his money and the depend- 
ability of his income, they afford 
the most logical choice of common 
stock commitments. 

Bonds, preferred stocks and com- 
mon stocks typical of those which 
have been mentioned here are in- 
cluded in the three accompanying 
portfolios for three arbitrarily selec- 
ted funds—$5,000, $15,000 and 
$25,000. 

These amounts have been chosen 
to exemplify the manner in which 
investment balance can be achieved 
without undue sacrifice of income 
or quality. Different securities were 
selected for each group in order to 
give a wider choice of issues. The 
investor with, say, $5,000 to invest 
need not limit his choice of issues 
to that particular group but may 
make his choice from either of the 
other two, depending upon his re- 
quirements for balance and income. 
All of the issues included in the 
three groups are well qualified for 
the funds of the individual investor. 
with dividends or interest in all in- 
stances well supported by earnings. 
Like any investment, however, they 
should be subject to periodical re- 
appraisal, a factor which is as much 
a part of investment balance as the 
actual choice of securities. 
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On your 

FLORIDA TRIP 

Stop at— 
PONTE VEDRA BEACH, FLORIDA 


New, delightful, intimately small seaside inn at 
exclusive beach resort. Beach sports, hunting, fish- 
ing, golf, Bath Club. Famed for Southern dishes by 
Dot Harris. Rates moderate. European Plan. Write 
for booklet, information, reservations. 


CHARLES H. SABIN, Manager 
> sincera - tee anes aoe AR 3 

















New Outlook for Containers 





(Continued from page 269) 


can be obtained from among former, 
exclusive users of metal containers. 
Much of the new business should be 
retained especially if increased effi- 
ciency in glass container production 
should result in lower unit prices 








more in line with competitive 

products. 

Attention 
Treasurers! 


Leading corporations run their 
current dividend notices with us! 
They know that ALL of our read- 
ers are stockholders of record, 
seeking investment for their sur- 


plus funds. 


What better audience could you 
possibly find to place your divi- 
dend notices before? 


Then too, you are placing the 
securities of your company before 
investors at a time when they are 
seeking advice on the use of their 


surplus funds! 


This is an inexpensive way to 
build permanent stockholders—to 
build confidence among security 
holders in your company and its 
current management. 


Why not schedule your next 
dividend announcement with us? 
The cost is but $1.00 per line! 


Address—Advertising Department 
90 Broad Street New York, N. Y. 
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Paper containers also have been 
in good demand. However, in only 
a few instances have the paper prod- 
ucts been able to compete with 
metal or glass containers for the 
packaging of liquids. A major ex- 
ception is the paper milk container. 
Sales of such packages have been 
advancing, but growth is slow and 
hampered by several restrictive fac- 
tors, chief of which are consumer 
prejudice and _ local ordinances 
against their use. Containers for 
dry articles which formerly were 
packed in glass or tin are making 
better than average progress, and 
continued strong competition from 
this category of paper may be ex- 
pected. 

There is, of course, no competi- 
tion from cans or bottles in the bulk 
packaging of dry foods, the leading 
application of paper containers. 
However, the paper container pro- 
ducers are encountering other diffi- 
culties in this field, chief of which is 
the growing scarcity of suitable 
paperboard. The principal cause of 
the growing shortage of paperboard 
is the insufficient supply of waste 
paper, the main ingredient. How- 
ever, widespread publicity is result- 
ing in less destruction of waste paper. 
and eventually may provide a more 
adequate supply. A by-product of 
this scarcity has been a _ greater 
standardization of packages. As a 
result, consumers can get by with 
smaller inventories, and board mills 
have to provide fewer designs. Sub- 
stitution of packages can be made 
whenever necessary to relieve any 
particular shortages in one or more 
categories. All of these tendencies 
help to improve profit margins by 
permitting more efficient operation 
of available production facilities. As 
additional waste paper stocks be- 
come available, the problems of 
paper package makers will be less- 
ened, at least so far as raw material 
supplies are concerned. 

Relatively few companies are con- 
cerned entirely with the production 
of paper packages, but these few 
have a group of steady customers, 
mostly of long standing, who pur- 
chase most of the output. Most of 
the companies engaged in the paper 
package field have had steady, if not 
dynamic, earnings growth. American 
Can has an interest in the making 
of paper containers, essentially as 
an adjunct to other business. 

Over a period of time, the con- 








DIVIDENDS 




























































(MERCIAL Jvesent frist 
CORPORATION 


Convertible Preference Stock, 
$4.25 Series of 1935, Dividend 


A quarterly dividend of $1.06% on the Con- 
vertible Preference Stock, $4.25 Series of 1935, 
of COMMERCIAL INVESTMENT TRUST 
CORPORATION has been declared payable 
January 1, 1942, to stockholders of record at the 
close of business December 10, 1941. The trans- 
fer books will not close. Checks will be mailed 


Common Stock, Dividend 


A quarterly dividend of 75 cents per share in cash 
has been declared on the Common Stock of 
COMMERCIAL INVESTMENT TRUST 
CORPORATION, payable January 1, 1942, to 
stockholders of record at the close of business 
December 10, 1941. The transfer books will 
not close. Checks will be mailed. 

JOHN I. SNYDER, Treasurer. 


November 27, 1941. 











Beneficial 


Industrial Loan 
Corporation 
DIVIDEND NOTICE 


Dividends have been declared by 
the Board of Directors, as follows: 


PRIOR PREFERENCE STOCK 
$2.50 Dividend Series of 1938 
62!/o¢ per share 
(for quarterly period ending Dec. 31, 1941) 


COMMON STOCK 
45¢ per share 


Both dividends are payable Dec 
31, 1941 to stockholders of record 
at close of business Dec. 15, 1941. 


E. A. BaILey 


Treasurer 





Dec. 1, 1941 










































UNION CARBIDE 
AND CARBON 
CORPORATION 


UCC} 


A cash dividend of Seventy-five cents 
(75¢) per share on the outstanding 
capital stock of this Corporation has 
been declared, payable January 1, 
1942, to stockholders of record at the 
close of business December 5, 1941. 
ROBERT W. WHITE, 
Vice-Pres. & Treas. 






















LOEW’S INCORPORATED 
“THEATRES EVERYWHERE" 

December 8, 1941 
HE Board of Directors on December 5th, 
1941 declared a dividend at the rate of 
$0c. and $1.00 extra per share on the out- 
standing Common Stock of this Company, 
payable on December 3ist, 1941 to stock- 
holders of record at the close of business on 
December 19th, 1941. Checks will be mailed. 
DAVID BERNSTEIN, 

Vice President & Treasurer 
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There are only 2135 key corporations in the United States; 800 
of which do 70% of the total business done in Americal 
o 
The entire Directory of Directors of ALL incorporated businesses 
in the U. S., lists but 80,000 names! 





e 
The 1939 income tax figures disclosed the fact that but 118,000 
people, (including widows) had an income of $10,000.00 or more. 


e 
Of an estimated 8,500,000 U. S. stockholders, less than 75,000 
own fully one-half of ALL corporation stock held by individuals. 
e 
The voting power in the average large corporation is in the 
hands of a little over 19%, of the share holders. 


e 
More than 80% of the stockholders in the U. S. have a dividend 
income of less than $500.00. 


All the leading corporations in the U. S. have their securities 
listed on some Stock Exchange. There are a little over 2,000 of such 
listings! 

e 

The big business market is LIMITED, and the spread of publica- 
tions that cover it, need not run in the hundreds of thousands. Your 
sales message addressed to this market through such media, carries the 
costly burden of EXCESS CIRCULATION! 


7 
This publication blankets the big business market, and does it 
at but $450.00 per page. 


Our reader audience comprises a group of men whom it is vitally 
important for the advertiser to cultivate FIRST. They are not large in 
numbers because, truthfully, there are not many of them! 


e 
They spend MORE and more ey. not curtailed by the 
weighty problem "Can they afford it!""—and they set the styles for 
others to follow! 

e 


Reach them through this magazine. It is a “MUST ITEM" on 
their reading list—not clipped by their secretaries for their attention. 


—address 
sis and rates on request 


— 
Circulation y ADVERTISING DEPARTMENT 


THE MAGAZINE OF WALL STREET 


90 BROAD STREET Member of A.B.C. NEW YORK, N. Y. 








tainer field may possibly be invaded 
by plastics. Some plastics makers 
have been endeavoring to secure 
container business, particularly in 
cosmetics. The relatively slight suc- 
cess achieved thus far seems attrib- 
utable more to the novelty of the 
package rather than its utility value, 
inasmuch as initial costs have been 
considerable greater than similar 
products made of glass. 





The Coming Revolution in 
Metals 





(Continued from page 247) 


usefulness during a war _ period, 
lightness and_  inflamability,  al- 
though it is only the first quality 
that will be of use after the emer- 
gency is over. Magnesium is found 
in the form of salts of the metal, 
mostly obtained from certain brine 
wells and the ocean itself. The quan- 
tity of metal available is limited 
only by industry’s capacity to pro- 
duce it. The extent to which the 
raw material supply exists may be 
gathered from the fact that Dow 
Chemical Co., the largest commer- 
cial producer of magnesium in this 
country, obtains 100,000 pounds of 
the metal by processing some 300,- 
000,000 gallons of sea-water at its 
Gulf plant alone. And at that, the 
magnesium is, relatively speaking, a 
by-product, for the same sea-water 
is also the source of the company’s 
supply of bromine used for aviation 
gasoline de-knocking and other de- 
fense purposes. Incidentally, all of 
Dow’s output of magnesium goes for 
defense purposes, either to be used 
in airplane castings or as the active 
material for incendiary bombs. 

In 1940, this country produced 
some 12,500,000 pounds of mag- 
nesium, and this year it is believed 
that production will pass the 30,- 
000,000 pound mark. By the end 
of next year it is anticipated that 
the annual production rate will be 
at least five times greater than at 
present and, even then, the supply 
will hardly be adequate to fill the 
entire needs of the defense program. 
After the war, however, the major 
prospect is for use by the aviation 
industry almost exclusively. Hence, 
magnesium holds no real possibility 
as a revolutionary metal in the sense 
that it might change our way of liv- 
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BOOKS... 


For the Business Man 


PATTERN OF CONQUEST 
JOSEPH C. HARSCH 
Doubleday Doran & Co. 309 pp. $2.50 


Mr. Harsch, well known correspondent for 
the Christian Science Monitor has written a 
very interesting book of his experiences in 
Germany. The author tells of living conditions 
in Nazi Germany. and he also states as his 
belief that a military defeat would be the only 
thing that might threaten the present rule. He 
contends that there is no middle way for us— 
we must submit to Hitler or overthrow him. 
The facts are presented very coldly and un- 
spectularly—that is why it makes chilling and 
ominous reading. 





>ee<c¢ 


THE MEN AROUND CHURCHILL 
RENE KRAUS 
J. B. Lippincott Co. 339 pp. $3.00 


Brief biographies of the men surrounding 
Prime Minister Churchill Some of these men, 
in peacetime were the epitome of appeasement. 
However, when it became apparent that Munich 
peace was a myth, these aids to Mr. Churchill 
put aside their private convictions and bent 
every effort to fight this war—and fight it to 
a successful conclusion. 

»yre«<« 


MY NEW ORDER 
ADOLF HITLER—edited with commentary by 
Raoul de Roussy de Sales 


Reynal & Hitchcock 987 pp. $1.89 

A selection of Adolf Hitler’s speeches with 
commentary by M. de Sales. We read again of 
all Hitler’s antipathies—his Jewbaiting, the 
infamous Churchill, Russian bolshevism. The 
book is interesting in that it proves conclus- 
ively—if such proof is needed—that Germany 
must be a dominant power... peace may 
accepted when offered, but only on Hitler’s 
terms. Should any one person, or group of 
people, or country decline to accept peace, then 
that person, or group of people, or country must 
be ‘‘blitzed.’’ 

>?rece 


FRANCE ON BERLIN TIME 
THOMAS KERNAN 
J. B. Lippincott Co. 312 pp. $2.75 


France today is being plundered of her goods 
and wealth. Through direct and indirect control 
of her banks and businesses the Nazis are loot- 
ing France of all her wordly goods—and what is 
more important—her spirit. The occupation 
cost was originally $8,000.000 a day; ... this 
was to take care of 4,000,000 men. However, 
after a few months the occupation force. was 
reduced to 1,500,000 men, thereby netting the 
Nazis a neat profit. The author, publisher of 
the French edition of Vogue lived in occupied 
Paris for six months. He is qualified to speak. 
»>»>e«<« 


A THOUSAND SHALL FALL 
HANS HABE—translated by 

Norbert Guterman 

Harcourt, Brace & Co. 442 pp. $3.00 


At the outbreak of war. Hans Habe enlisted 
in the French Army. When France fell, he was 
imprisoned with 22,000 others. His experiences 
as a soldier and a prisoner are written as only 
a talented novelist and journalist could write 
them. The story he has to tell is shocking. The 
troops . . . their equipment ... their pitiful 
lack of training, hut most of all their fear of 
German arms and their apathy toward their 
government. It is a hook which every one 
should read... and then read again. 


»»>e«« 


LOOKING FOR TROUBLE 
VIRGINIA COWLES 
Harper & Brothers. 458 pp. $3.50 


Miss Cowles began reporting the war in Spain, 
both sides of the war. From there she followed 
trouble to Prague, Sudetenland, Russia, Rome, 
Berlin, Finland, Paris, and London. The list 
is quite long. The book is full of adventure, 
character sketches and famous names. The 
author has a wide circle of friends, and her 
observations of them make very interesting 
reading. 

>>OKE 


These books may be ordered from The 
Magazine of Wall Street book department. 
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e 
ing. Yet, it is an important step, 
for most metals in the past under- 
went a long trial period before their 
full utility value was realized. 

Previous revolutions in metals 
have been occasioned mostly by im- 
provements in production methods 
after which came changes in utiliza- 
tion. The coming revolution in- 
volves no new materials or greatly 
improved production techniques but 
is to be in the eventual application 
of the products that are already in 
existence. But the one thing that 
the present movement seems to have 
in common with those of the past is 
that it too will result in a further 
improvement in the condition of 
mankind by increasing the con- 
veniences made available at low 
prices. 





The Rubber Industry's 
Changing Status 





(Continued from page 252) 


thing that is hardly likely to occur 
with any regularity. Guayule may 
have longer term possibilities as a 
contributor to the nation’s needs for 
crude rubber but only as an ac- 
cessory and hardly as the main 
source of supply. 

There are no real figures available 
upon which to base comparative 
costs of guayule rubber and others 
since the cultivation of guayule, 
although under way for nearly 35 
years, has never passed the experi- 
mental stage. Recently published 
estimates place the cost of guayule 
at between 15 cents and 19 cents a 
pound and predicts a price of 10 
cents a pound if a quantity should 
be produced. The only crop of 
guayule rubber ever harvested, as 
far as available records show, was 
sold profitably when rubber was at 
19 cents a pound, but only a few of 
the growers realized the gain for 
most of the others had plowed under 
their crop after an impatient wait 
for market prices which would show 
a profit. 

The American rubber industry 
should do as well as average during 
the emergency as far as earnings 
and dividends are concerned. Syn- 
thetic substitutes hold no threat as a 
source of major competition over 
the longer term although they may 
prove to be useful adjuncts to mer- 











DIVIDENDS 








THE BELL TELEPHONE COMPANY 
OF CANADA 


NOTICE OF DIVIDEND 


A dividend of Two Dollars per share has been 
declared payable on the 15th day of January, 
1942 to shareholders of record at the close of 
business on the 23rd of December, 1941. 


F. G. WEBBER, Secretary. 
Montreal, November 26, 1941. 





ANACONDA COPPER MINING CO. 
25 Broad 


New York, N. Y. November 27, 1941 
DIVIDEND NO. 134 
The Board of Directors of the Anaconda Copper 
Mining Company has declared a dividend of One 
Dollar ($1.00) per share upon its Capital Stock 
of the par value of 0. per share, payable 
December 22, 1941, to holders of such shares of 
record at the close of business at 3 o'clock P. M., 
on December 9, 1941. 
JAS. DICKSON, Secretary & Treasurer 








DIVIDEND 


ARMOUR AND COMPANY 
(ILLINOIS) 


On November 27 a dividend of $1.60 per share 
on the issued and outstanding $6.00 Cumulative 
Convertible Prior Preferred shares of the above 
corporation was declared by the Board of Direc- 
tors, payable on January 1, 1942 to shareholders 
of record on the books of the Company at the 
close of business on December 10, 1941. 
E. L. LALUMIER, Secretary. 





DIVIDEND 


ARMOUR AND COMPANY 
OF DELAWARE 


On November 27 a quarterly dividend of one and 
three-fourths per cent (1% %) per share on the 
Preferred Capital Stock of the above corporation 
was declared by the Board of Directors, payable 
January 1, 1942 to stockholders of record on the 
books of the Company at the close of business 
December 10, 1941. 
E. L. LALUMIER, Secretary. 











Allied Chemical & Dye Corporation 
61 Broadway, New York 
December 3, 1941 
Allied Chemical & Dye Corporation 
has declared a special dividend of Two 
Dollars ($2.00) per share on the Com- 
mon Stock of the Company, payable 
December 27, 1941, to common stock- 
holders of record at the close of busi- 
ness December 13, 1941. 


W. C. KING, Secretary 











Allied Chemical & Dye Corporation 
61 Broadway, New York 

November 25, 1941 

Allied Chemical & Dye Corporation 

has declared quarterly dividend No. 83 

of One Dollar and Fifty Cents ($1.50) 

share on the ion Stock of the 

pany, payable December 20, 1941, 

to common stockholders of record at the 
close of business December 5, 1941. 


W. C. KING, Secretary 








chandising after the war. Market 
prices for the shares of the va- 
rious rubber companies appear to 
have placed an adequate valuation 
upon the conditions in the Far East 
and should do no worse than the 
general market. 














He Stands for 
SAFETY and 
FREEDOM 


Every time you see the Minute Man 





—emblem of America arming for 
defense—think how good it is to 
live in the land where there still is 
liberty to defend. 


Think, too, how YOU can help. 


sxx United States x : 
Let the Minute Man remind you to do your 


DEFENSE part. 
SAVINGS Save and buy Defense Savings Bonds. 
They will help protect your homes and your 


BONDS and families today. 
S ‘ i A M P S They will help make the future secure. 








This Message Is Published by Us in the Interest of National Defense 
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